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COEXISTENCE 


TWO CONCEPTIONS OF A FRONTIER 


7 men have come back from Geneva with enhanced reputations. The 
patient diplomacy of Mr. Anthony Eden, in holding apparently irrecon- 
cilable parties in negotiation for many weeks, places him as indisputably the 
second British figure in international public life just at the moment when he 
is about to succeed to still higher responsibilities. M. Mendés-France promised 
his country peace on a fixed day, and on that day he achieved it; he is in a 
position, as no French statesman has been since the war, to ask for surgical 
authority to deal with the chronic malaise of the economy at home. As the 
long draining away of blood in Indo-China comes to an end at last, not only 
in France but in all free Europe there is such a sigh of relief as followed the 
deliverance from Dunkirk. 

But the same words of warning are appropriate now as in 1940. “Wars are 
not won by evacuations.” And the cold war goes on. As a plain strategic 
assessment there is no denying the view of these events which, as reported by 
our correspondent in the United States, is taken by most Americans. “They 
feel the Communist world conspiracy has made a massive gain.” France has 
gained peace at the cost of acknowledging defeat, which is a defeat for the 
free world. The question now is how to plan the future so as to avoid 
further such set-backs, whether or not the ground lost can eventually be 
regained. 

The position that has to be frankly recognized and faced is that Com- 
munism, in its allied Russian and Chinese forms, is firmly in control of what 
the late Sir Halford Mackinder used to call the “heartland” of civilization, 
the bulk of the Eurasian land-mass. In the Old World the nations allied in 
defence of the traditional ideas of liberty hold the fringe—the weaker 
strategical position of exterior lines. Whether the advent of the hydrogen 
bomb has invalidated the heartland doctrine is a question not yet to be 
certainly answered. 

The process in which the world seems now to be engaged is the freezing 
of the frontiers round the heartland. They are clearly defined, if not neces- 
sarily final, in Europe; the signature of the pact between Jugoslavia, Turkey 
and Greece removes the last remnant of ambiguity. In Asia the lines are less 
clear, but have begun to be recognizable. The Middle East claims to be 
exempt from taking sides in the dichotomy of the world, and the settlements 
in Egypt and Persia tend to justify the claim. The partition of Korea fixes the 
frontier in that part of Asia. The section of the boundary which now runs 
across Indo-China is considerably less precise. It places Laos and Cambodia 
in the position of buffer states; and it lacks the authority of an American 
guarantee. The writer of the article “China Wins the Peace”, in the present 
issue* of THE RounpD TABLE, warns his readers that no barrier has been set 


* See pp. 336-44. 
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up to the southward advance of Communist political influence, and that 
when the process of establishing a constitution for Vietnam begins under the 
armistice terms next summer a crisis now dormant is likely to become acute. 
Still, in the military sense, there is no longer an open frontier here. 

When the South-East Asia Treaty Organization comes into existence, as 
is expected in the next few months, the condition of its success is that the 
lines shall be drawn as clearly in this region as they are in Europe. It will be 
founded on the enumeration of the territories that are guaranteed—as are 
those protected in N.A.T.O.—by the rule that who attacks one attacks all. The 
irreducible minimum for the British Commonwealth is that Malaya shall have 
this guarantee. Siam and Burma cannot safely be excluded. What has to be 
debated is whether Laos and Cambodia shall rank in S.E.A.T.O. as the lesser 
European members rank in N.A.T.O. 

The larger and longer question is whether, when a clear frontier has been 
established everywhere between the Communist-controlled heartland and a 
fringe of free nations, sustained economically and militarily by the power of 
the New World (Canada as well as the United States), a basis has been found 
for a stable settlement. In Europe there are many who would say that stability 
is coming into sight, though it involves acquiescence in a divided Germany; 
the possibility of uniting Germany without a war seems in any case remote. 
In Asia the factors are more complex, not merely because the congealing of 
the frontier is less advanced, but because the issue between nationalism and 
colonialism cuts across that between Communism and liberty, and because 
of the division of purpose that this issue always threatens in the collaboration 
between the United States and its European associates. 

At present, however, American policy is definite—even, in British eyes, 
excessively so. The strategic plan is to draw a defensive ring round the whole 
of Communist Eurasia. On the western side the lines of circumvallation are 
secured by N.A.T.O. On the east they run less continuously through South 
Korea, Japan, Formosa, the Philippines and the remnant of Indo-China. The 
formation of $.E.A.T.O. will complete the fortifications on this side. 

The fundamental question between British and American policy is: what is 
the purpose of drawing this frontier ? The difference in the national character, 
which has resulted from history, is reflected in the answers. The instinct of 
Americans, in control of a continent which can in case of need be self- 
sufficient, is to deal with a repellent alien system by withdrawal. Inhabitants 
of a small island, which must trade with all sorts and conditions of peoples 
in order to live, seek as naturally for a compromise or a modus vivendi. The 
present American attitude—too characteristic to be treated as a passing phase 
—is to regard all Communists as undifferentiated and untouchable, resolve 
to make the best of freedom in half a world, and man a rigid boundary, per- 
manently vigilant and, it is to be feared, “trigger-happy”. 

To this conception Great Britain is bound to offer an alternative, less clear- 
cut but also less pessimistic. We have to look at the fixing of the frontier, not 
as the final solution of our dispute with Communism, but as a step to the 
attainment of tolerable relations. It may take a generation to stabilize this 
frontier in Asia; but all the time the objective, according to British thinking, 
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will not be to prevent, but to regulate, intercourse across it. Neither in 
Europe nor in the Far East can we regard any territorial settlement as eternal, 
nor assist in establishing an international system in which any adjustment 
may entail the breakdown of the whole fabric. We cannot assume that every- 
one beyond the frontier is an irreclaimable criminal—or even an unchange- 
able Communist. Though we need not cherish the delusion of an early rift in 
the alliance between the two great Communist Powers, neither shall we forget 
that Russians and Chinese are different kinds of people; and we shall study 
the separate idiosyncrasy of each in the hope of coming to terms. For the 
chance of any durable world peace depends upon the prospect that sooner 
or later Communism will become a non-belligerent creed, and we must needs 
be alert to encourage any sign, however slight, of a development in that 
direction. 

The danger of a too rigid defensive system is that it may be undermined 
from within. While Japan is compelled to buy coal from Pittsburgh because 
to buy it in Manchuria might build up the resources of the hostile combina- 
tion, what if the ultimate consequence of such a restricted economy is the 
lapse into Communism of the Japanese themselves ? The flaw in the concep- 
tion of the impenetrable fortress has been most devastatingly exposed not by 
a British but by an American writer. Edgar Allen Poe’s The Masque of the 
Red Death could become a parable of the twentieth-century dilemma. The 
famous story describes the last festivities of a group of people who had shut 
themselves away from their fellows in a luxurious palace, while a great 
plague devastated the land without. But at midnight an uninvited guest, 
bearing in his features the ghastly marks of the pestilence, appeared in the 
midst of the dancers. “And now was acknowledged by all the presence of 
the Red Death. He had come like a thief in the night. And one by one 
dropped the revellers in the blood-bedewed halls of their revel, and died each 
in the despairing posture of his fall... . And the life of the ebony clock went 
out with that of the last of the gay. And the flames of the tripods expired. 
And darkness and decay and the Red Death held illimitable dominion 
over all.” 





THE PERSIAN SETTLEMENT 
ITS SIGNIFICANCE FOR THE MIDDLE EAST 


HIS article is written at the moment of publication of the official state- 

ment announcing a Persian oil settlement, and will not be read for a 
month. It is not its purpose to offer a belated summary of the terms of agree- 
ment, or even to foretell a rough passage in Western parliaments and press, 
ot in the Persian Majlis, before the heads of settlement can become fully 
operative. The intention is, rather, to set a resumption of the flow of Persian 
oil in perspective against the political and economic realities of the Middle 
East. What follows is meant to be read as a second chapter to an article* 
which appeared in this journal in December 1953 under the title “The Middle 
East after Abadan”’. 
_/ The announcements which were made in London and Teheran on August 5 
gave the outline of a settlement, adding that the terms had still to be reduced 
to legal forms and signed, and were subject to ratification by the Majlis as 
part of the process of enactment into the body of Persian law. It is of some 
importance that the identities of the real parties behind the agreement should 
be grasped. On the surface the position is that there have been parallel 
negotiations between the governments chiefly concerned, those of Persia and 
Britain, but the main parties to the agreement are not those governments but 
on one side a Persian delegation standing in a somewhat undefined relation- 
ship to the National Iranian Oil Company (NIOC) and to its government, 
and on the other a Consortium of eight oil companies, British, American, 
Dutch and French, associated with the approval of the various governments 
for the express purpose of negotiating with the Persians an agreement to 
replace that of 1933 between the Persian Government and the Anglo-Iranian 
Oil Company (AIOC), Further, on the Persian side, whatever the position 
at law, the NIOC is in effect synonymous with the Persian Government; it 
is indeed the Persian Ministry of Fuel and Power. On the other side, although 
under the agreement an international controlling body takes the place of an 
exclusively British organization in Persia, the more than half-share of the 
British Government attracted, indeed compelled, the active participation of 
that government in every detail of the negotiations. 

In saying so much it is worth laying stress on the substance lying behind 
the veil of commercial negotiation. Too often in the past have British 
industrial or commercial interests operating abroad—and not least the 
ATOC—sought an illusory freedom of conscience and action by invoking 
some imagined tutelary deity of commercial ventures and private enterprise. 
“We are an industrial and commercial organization and we are not interested 
in politics” has been the theme. This attitude has not availed in the twentieth 


* See THE RounD TasiE, No. 173, December 1953, pp. 32-41. 
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century to preserve Finsbury Circus, any better than it availed to save 
Leadenhall Street in the eighteenth and nineteenth, from involvement in 
political issues of the very first order. 


The Political Setting 


T will be well to begin by painting in a simple background to the canvas, 

Where do Persia, and Persian oil, stand in relation to the Middle-Eastern, 
and indeed the world, oil gallery? 

The imminence of the U.S.S.R., towering over the Middle East and over 
Persia in particular, is a not unfamiliar theme with Western publicists. These 
remember the words of Molotov to the address of Hitler in 1940 that the 
Persian Gulf was the centre of Russia’s territorial aspirations. But more 
recent Russian pressures on Europe and the Far East have tended to obscure 
the vast interests which exist in Russia’s own middle lands of the Caucasus 
and Central Asia beyond Persia’s northern frontier. It is to be marked that 
in those middle lands almost all the U.S.S.R.’s own oil is produced, that its 
security is a vital interest of the Soviet Union, going far to explain how it is 
that on this frontier alone Russia has hitherto not advanced her permanent 
control since the Revolution, that on the other hand Soviet oil is relatively 
very short in quantity, and therefore the lure of the vast reserves around the 
Persian Gulf may provide a reason for regarding Molotov’s words of 1940 
as still applicable. Persia is the only oil-producing Middle Eastern country 
having a common frontier with the U.S.S.R. 

Western disregard of Russia’s place in the oil picture is reflected in most of 
the comparative oil statistics produced by the public relations departments 
of the petroleum interests concerned. The following table attempts to correct 
this bias. It also shows the result to Persia of Dr. Musaddiq’s break with the 
AIOC. 


Millions of metric tons—production 





Region 19f0 





Persia : : : : . ; 31°5* 
Saudi Arabia. : : 2 : 30 
Traq . ‘ . . ; ‘ i 4 
Kuwait. : . : : , 12 
Bahrain. . . : ; ; 1°5 
Qatar : : , ; . : 2 
Egypt ; ‘ : : ‘ : 2°4 


Total Middle East : : : 83°4 
U.S.S.R. . : : : : : 35°4t 














* Last full year, giving highest figure ever reached. 
t+ Under NIOC. 

¢ Soviet target (attained) fourth 5-year plan. 

§ Announced by Malenkov. 
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The wider world production position can be set out very simply: 


World production (1953) a little over 600 million tons, of which 


U.S.A. produced 3} 
Middle East produced | 
Caribbean 
U.S.S.R. 
Others ss 35 
(Canada, East Indies, Mexico, etc.) 


1 
5 
» ri 


»” 


Each of these vulgar fractions neatly divides 600, so the sum is simple. It 
will be seen that, if and when the flow of Persian oil is resumed at a figure 
approximating to that of the last pre-Musaddiq year, and (a considerable 
assumption) the other Middle East countries can still maintain their 1953 
production, the Middle East fraction of production will rise to something 
near one-quarter of the whole. 

The U.S.S.R.’s proved oil resources are unknown. The latest figure for 
the free world (January 1954) gives an even greater preponderance to the 
Middle East than that to which we have become accustomed. It shows 
that the percentage of the free world’s oil reserves which is located around 
the Persian Gulf has risen from 50 per cent to 61 per cent of some 18,000 
million tons. (The comparative figure for the U.S.A. is 27 per cent only.) 
Whatever figure Soviet publicists might attach to their reserves, it 
remains true that the expansion of Russia’s oil production is slow and 
laboured, and next door to Russia is Persia, deprived for a time of her re- 
sources and wealth by her own political emotions, with Arab neighbours 
just beyond, whose aggregate oil potential is three times higher than that 
of the Soviet Union. 

Reflections of this order, if they occur to the Kremlin, are of course quali- 
fied by the knowledge that Middle East oil production and supply is geared 
to a system of transportation by pipeline and tanker designed to serve 
maritime and not continental Powers. In other words, even if Russia advanced 
to the Gulf, she could not quickly utilize its oil resources. But it is necessary 
to remember that long-term policies may be served as well by denial of 
resources to an opponent when they cannot be quickly turned to one’s own 
advantage. Processes favouring such denial have been operative in Persia 
since Musaddiq; it has been the main object of the negotiators to reverse 
these processes. Although, speaking commercially, the 1954 world could do 
without Persian oil, there have always been compelling po/itical reasons, 
reasons to the Persians of economic import also, for the resumption of the 
flow from the Persian fields. This wider political motive has been of concern 
to the whole free world; it transcends the issues between Persian nationalism 
and the AIOC; it is not exhausted even by the old equation between Britain’s 
immense interests in southern Asia and Persia as the oldest civilized State in 
that region. It had become necessary at all costs to restore a structure which 
had cracked, using a new cement the product of more than a single firm, 
a world-wide association of interests which could offer an international 
guarantee. It is this spirit which Britain has seen fit to promote, sacrificing, 
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it may be, short-term interests to achieve the wider vision. The Persian 
settlement is not only a symbol, but, if wisely operated, will stand as an 
example of free world co-operation in action, extending beyond the West 
into the Asian field. It may be the precursor of many others. 


The Consortium 


HAT, then, is this “Consortium” through which it is sought to extend 
this exercise in international co-operation into these new fields? The 
relative holdings of the eight companies associated are to be as follows: 


British AIOC 40 per cent : 
British and Dutch* Shell 14 per cent a 


American Standard of California 
Standard of New Jersey 
Socony Vacuum 40 per centt 
Texas 
Gulf oil 
French Cie Frangaise des Pétroles{ 6 per cent 


100 per cent 


* Shell’s interests are divided, 60 per cent Dutch and 4o per cent British, but Shell 
operates as a British company for trading purposes, with financial headquarters in London. 

t The apportionment of trading interests between the five American majors might be 
supposed to be on an equal basis, viz. 8 per cent for each. But it is to be noted that of these 
five companies four are the companies associated as Aramco in the extraction of oil from 
Saudi Arabia, and their interests in that organization, at any rate at one time, were not 
equally apportioned, but on the basis 30; 30:30:10, The fifth, Gulf oil, is the half-owner 
with the British AIOC in Kuwait, and it has not been made known in what ratio its 
interests will be adjusted to those of the other four Americans in the Consortium. This, 
however, is in the nature of a subsidiary settlement, domestic to the major American com- 
panies engaged in production outside the U.S.A. 

+ The French company is in effect a State organization. Together with the AIOC and 
two of the American majors (Standard of New Jersey and Socony Vacuum) it is a 23} per 


cent partner in the Iraq Petroleum Company. (The remaining 5 per cent in the IPC is in 
private hands.) 


It will be gathered that these eight companies of the Consortium, taken 
together, exhaust the tale of Western oil organizations operating around the 
Persian Gulf. They cover the pre-Musaddiq operations in Persia, and the 
present oil set-up in Iraq, Kuwait, Saudi Arabia, Qatar and the Trucial 
Coast—these last two being in the hands of IPC subsidiaries. Under this hat 
all the oil companies engaged in the Middle East and incorporated in Britain, 
the U.S.A., Holland or France, may fairly be said to be standing with linked 
arms. But it is necessary to grasp that this consortium has been formed for 
purposes of oil production, /.e. extraction of crude and breaking down into 
refined products, and not for purposes of trade or marketing. When it comes 
to marketing each parent company arranges its own sales. Were it otherwise, 
the Consortium would be open to attack as an international cartel formed for 
the express purpose of controlling oil prices throughout the world. 

It is considerations of this kind, embodied in the American Anti-Trust 
Laws, which have stood in the way of any association of American with 
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British, or other non-American, interests in the joint operation of oil extrac- 
tion anywhere in the world. Indeed the mere association, even if restricted 
expressly to exploitation, has laid these American companies, and with them 
the AIOC, open to criminal and civil proceedings in the American courts. 
There is still pending a civil case against the American partners in the IPC, 
and the uninitiated will find it hard to discern much difference between the 
position of an accused in a criminal proceeding and a defendant in a civil suit 
under these laws. In British eyes such a case would expect to be shown as 
Regina versus the companies. 

Be that as it may, with this prejudice against “ganging-up” in the air, no 
American company could dare to be associated with another, or with a non- 
American company, without some form of legal guarantee that it would not 
lay itself open to proceedings, criminal or civil, under these laws. The cover 
needed was eventually supplied in the form of a written opinion by the 
American Attorney General to the effect that joint operations for the pur- 
poses of negotiation with the Persians for an agreement to extract and refine 
oil were not an activity within the mischief of the law. There has been no 
test in the courts, but it would seem that in the U.S.A. it is not unreasonable 
to read into an opinion of this kind a sufficient guarantee of dispensation at 
any rate to persuade the companies to play. The two governments of the 
U.S.A. and Britain could not fruitfully confer on such a matter as the resump- 
tion of the flow of Persian oil, if American and British companies dared 
not even meet for consultations. As it is, common sense and realism have 
had their say; and the Consortium has been able to evolve a coherent policy 
with the help of the governments concerned. 

The sales and profits structure will be described later. 


Compensation at Two Levels 


HE apportioning of holdings as between the partners, though not a 
matter of direct concern to the Persians, is a vital feature of the new 
arrangement. On it must rest the main defence against views that the AIOC 
has had to be content with returning to Persia as part-owner only of its own 
enterprise. The Persian Finance Minister himself claims that on the question 
of compensation Persia has won a victory. Let us concede him his victory, 
for he is thinking of the short-term compensation first, or even only. The 
longer-term compensation is to be found in the far larger, if unspecified, 
amounts to be received by the AIOC as the value of the 60 per cent interest 
of which it is disposing to its seven co-partners; and (be it remembered) in 
its own retention of a 40 per cent interest up to the date of termination of 
the new agreement. The importance of this 40 per cent interest is better 
understood when set against the course of total expropriation envisaged by 
Dr. Musaddigq. Here too is victory, a victory in which Persia can share. The 
AIOC no longer stands alone; no longer can Britain, or Persia, say that a 
single narrow national interest has prevailed. 
The amount represented as long-term compensation by the disposal of 
60 per cent of AIOC’s interest has not been stated. In some quarters a specula 
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tive figure of {214 million spread over 20 years has been put forward. Any 
figure given will depend on how it is dressed up for presentation to the 
public, but the present writer believes £214 million to be an underestimate. 
Taking {£25 million—the published figure for compensation for the short 
term to which the Persians have agreed—it may not be far from the mark to 
count the long-term figure in at least as many hundreds, as the short-term one 
is in tens, of millions. But, when all is said, the actual figure fixed is a com- 
mercial question to be decided between the companies concerned, and there 
is no reason to suppose the AIOC to be dissatisfied. 

The settlement as a whole hangs on a realization that this 60 per cent 
disposal of interests is the figure agreed as representing compensation for 
dispossession and loss of future earnings up to the date of termination of the 
superseded concession (1993). This must also be taken as covering losses on 
installations due to depreciation, etc., e.g. on the Abadan refinery. In speaking 
of installations it may fairly be remarked that press figures worked up as 
weapons wherewith to attack the agreement, such as suggestions that the 
refinery should be valued at £350 million, are largely ascribable to prejudice. 
An estimate that AIOC’s future expectations from refining Persian oil might 
have reached or exceeded that figure could be sustained quite easily; the 
installations have probably paid for themselves already more than once. 

The other compensation figure ({25 million to be paid by the Persians over 
10 years, without interest, beginning in 1957), though a much smaller matter, 
has not unnaturally been the subject of protracted argument between the 
parties. It represents compensation to the AIOC for the last three years’ 
interruption of operations, the value of the relatively very small field to be 
handed over to the Persians in the north at Naft-i-Shah, with its associated 
refinery at Kermanshah, and the value of internal distribution within Persia 
now agreed to be entrusted to NIOC. But against the AIOC’s claims have 
been set Persian counter-claims, ranging from a claim to a greater share of 
AIOC’s past profits to one for customs duties not paid. On balance this 
£25 million has been agreed, and should be regarded as a slate-wiper. Now 
that the slate is clean, those concerned can write again, and with greater 
knowledge. 

As was to be expected, this adjustment of claim and counter-claim has 
been a matter stoutly contested, which has delayed the final settlement. But 
that this should have been done in an atmosphere of friendship and frankness 
is an achievement. If victory for the Persians it be, let %t be remembered that 
British generosity will have inaugurated a new era in the long story of Anglo- 
Persian relations, reaching back to the first decade of the seventeenth century 


when Sir Antony and Sir Thomas Sherley became the confidants of Shah 
Abbas the Great. 


Management Structure 


Fee from details of the make-up of the Consortium there is evidence 
of realistic efforts made to reconcile the aspirations of Persian national- 
ism with the essential needs of management. This endeavour is responsible 
for the complex structure to be erected for the reintroduction of Persian oil to 
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the markets of the world. The Consortium itself, under a new name not 
divulged at the time of writing, is to be represented by a central company to 
be incorporated in London—not, be it noted, in New York or elsewhere. 
Under the London companies will be formed two operating companies, one 
to manage exploration and production of crude oil, the other to manage 
refining. Both these are to be incorporated as Dutch companies in Amster- 
dam, but both are to have registered offices at Abadan in Persia. The Dutch 
nationality of these two operating companies is of course a concession to 
Persian susceptibilities, but does not imply that the direction must needs be 
Dutch. Each company is to have seven directors, of whom two will be 
nominated by Persia, and five by the London company, giving room for the 
representation of all interests. There is, further, to be a fourth company, also 
in London, to undertake procurement and servicing for the two operating 
companies. 

From this complex of organizational pattern there stand out two important 
points of principle. One is that the business of the Consortium, and of 
the operating companies, is limited to production of crude oil and refined 
spirit, and tacitly excludes sales and marketing activities. The other is that 
the two operating companies “will receive the necessary rights and duties” 
from the Persian Government and the NIOC—in effect the two are identical 
—and exercise them on their behalf. How all this will work out in the prac- 
tice of day-to-day management remains to be seen, and without doubt 
there will be creaking of the joints at the outset. But goodwill, coupled 
with the presence of Persian directors on the boards of the operating com- 


panies, should go far to lubricate machinery. It is an important corollary that 
all welfare activities, previously conducted by the AIOC at field and refinery 
on Persian soil, are in future to be in the hands of the NIOC. These include 
public works (construction and maintenance of roads and housing), local 
transport, health and social welfare. This again can work only under con- 
ditions of goodwill and close co-operation between the companies concerned. 


Sales and Profits 


OR reasons already given, the sale and profits structure has to be different 

from that for production and refining. For this purpose the Consortium 
must resolve itself into its eight component parts. Each of these eight parents 
sets up a trading company which takes over oil at cost from the producing 
or refining operating company, which in its turn has paid the NIOC for all 
oil required for export. Each trading company will then sell oil to its respec- 
tive parent at somewhere near the “posted price”. The difference between 
cost and posted price—which may be over £4 per ton extracted—will then 
be profit arising in Persia, on which each company will pay half as tax to the 
Persian Government. This scheme will give the Persian Government an 
equal result to that obtained with the half-and-half structure operating under 
the Venezuelan model in the agreements with the oil-producing Arab States. 
Conversely, it is possible to affirm that it will not give Persia, which uni- 





THE PERSIAN SETTLEMENT 333 


lateraliy broke an agreement, better terms than those available to the neigh- 
bouring Arab States, which have kept theirs. 

The half-and-half division will not be made on the full “posted price”, 
which is a spot price up to which nobody on a long or bulk contract will go. 
There is in fact a small discount, resulting in a lower figure for division of 
profits on bulk-rate contracts. But it will not be far off it. 

It seems that under this arrangement the British Treasury will suffer, in 
that under double taxation arrangements profits on which tax is payable 
to a foreign government will be free of British tax. This, however, is part 
of the price worth paying for an international agreement of such great 
meaning. 

To the outside observer the great difference (leading to a correspondingly 
high profit rate) between cost and sale price is hard to explain. So is the fact 
that, despite the theory that each company markets separately, the sale price 
of oil throughout the world is apparently not competitive but so markedly 
uniform as to raise doubts whether in fact there does not exist something like 
an oil cartel. Even the Soviets who at great sacrifice to themselves, as we with 
coal, have re-established Russia’s traditional exports of oil—up to about 
1900 their monopoly—are seen to sell at a world price which can scarcely be 
said to be subject to fluctuation in response to laws of supply and demand or 
competitive production. This result is certainly at least partly attributable to 
pressure by the producing States, each jealously competing to obtain better 
and better bargains and at least equal conditions with their neighbours. This 
causes all companies to work above all for the maintenance of a steady 
profits structure, in itself of course dependent on prices which must be 
regulated to obtain the profits necessary. Companies have to guard against 
uncharted developments which would throw out of perspective the carefully 
balanced picture drawn. It is for reasons of this kind that the Consortium 
has had to see to it that the amount of oil to be restored to the market by 
turning on the Persian tap should not flood the tank, so necessitating the 
turning off of other taps and possibly causing a price-cam-profits disturbance. 
Such a result would affect the goodwill of other States and peoples. Even 
with regulation it is possible that there will have to be some measure of 
sacrifice in order to make room for a gradual increase of the supply of oil 
from Persia. 


Scale of Production 


T has been seen that the production of crude from the Persian fields during 
1950, the last full year before the premiership of Dr. Musaddiq, was over 

31 million tons. It is obvious that world demand, which has recently steadied 
to an average annual increment of not more than 5 per cent, could not absorb 
in the first year so much as this without disturbance of the delicate balance 
which always exists in markets of this sort. Similarly in 1950 the Abadan 
refinery processed about 25 million tons of products, but since then, and 
partly to offset its closure, refinery capacity has been in process of very rapid 
expansion elsewhere, not only as at Fawley and Kent in Britain, but in the 
installations nearing completion in Aden, India and Australia, In order to 
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adapt Persian production and refining processes to this situation it is 
announced that after a starting-up period of three months (during which it is 
hoped that there will be forthcoming formal approval on both sides and 
Persian ratification of the agreement), production of crude from the fields 
should be progressively increased to reach an aggregate of 68 million tons over 
the first three years. Similarly, following the same initial three months, the 
hope is to process an aggregate 30 million tons in these three years from the 
refinery. Figures are given of the hoped-for Persian share of profits at present 
prices during these three years, v/z. £31 million, £52 million, and £67 mil- 
lion. These seem to be based on Teheran estimates and may err on the side 
of optimism. It is impossible for the companies to agree to firm and absolute 
figures except for the first year, and we shall not be far from the mark in 
looking for a production of 1o million tons in Year I, rising (if world 
demand justifies it) to 20 million in Year II, and to a figure equal to the 1950 
production, say 30 million, in Year III. 

The fact that at predicted full flow oil profits exceeding {£60 million 
will furnish perhaps three-quarters of Persia’s annual revenue affords some 
measure of the country’s dependence on its greatest economic resource. In 
the words of the Foreign Office this demonstrates the genuine identity of 
interest between Persia and the Western Powers. 

How far can sacrifices be expected from other regions in order to accom- 
modate the new stream of Persian oil? So far as the companies in the Con- 
sortium are concerned, such accommodation is conceivable, for as we know 
they represent all the producing and operating Western interests around the 
Gulf. But the States who own the oil will have a narrower view. It is hard 
to believe that any fields whose products can be delivered by pipeline ‘to the 
Mediterranean will be allowed to be restricted in supply. Persian oil enjoys 
no such pipeline facilities, all the terminals being situated on Gulf waters at 
Abadan or at Bandar Mashur. On the other hand, a great part of the oil of 
Saudi Arabia, and most of that of Iraq, is delivered by pipeline to the 
Middle Sea. Kuwait, like Persia, depends for export entirely on the tanker 
fleets that serve the Gulf. Kuwait production, too, has been pushed up, 
almost beyond measure and to local embarrassment, to fill the gap caused by 
Persia’s default over the last three years. If any cutting of production should 
be called for during the coming readjustment period, it can, if necessary, be 
done without harm to the economy of Kuwait. The same may be said with 
truth of Qatar. 

The hope is, and it can be no more than a hope, that the figures expected 
for Persian production and processing will be such as world increase in 
demand will take care of, and that this will allow them to be realized with 
production and through-put in other Middle Eastern fields and refineries 
standing at their present levels. 

There remains only the duration of the new agreement. This is fixed at 
25 years from 1954, with provision for three five-year extensions at the 
option of the Consortium, or 4o years in all. This arrangement carries the 
term one year beyond that fixed for the 1933 abrogated agreement between 
Reza Shah’s government and the AIOC. 
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Conclusion 


HAT are the lessons of the last three years ? On a narrow view one is 

that, commercially, the world can do without Persian oil, but Persia 
cannot do without the companies. A broader outlook, clearer perhaps at one 
stage to American than to British opinion (which for the first time for 150 
years could not hear a warning voice from Britain in India), is that with 
Persia in the front line opposite the U.S.S.R. the free world cannot do with- 
out a stable Persia. To achieve this stability national interest and prejudice 
must be overstepped, calling for a full and frank collaboration in an inter- 
national effort. It was, however, only at a later stage that American diplomacy 
was geared to the correct solution; the State Department have been curiously 
obtuse in seeking their representatives in countries where British interests exist 
from the ranks of men with a pronounced bias against Great Britain. It was 
not until Mr. Grady, an Irish American like Mr. Caffery in Cairo, had been 
replaced by a genuine collaborator in the person of Mr. Henderson that the 
path could be smoothed for the constructive international processes which 
issued in the conception and realization of the Consortium. 

At the same time British vision had come to be clouded by an unimagina- 
tive commercial conservatism. The British Government, partly because they 
lacked the warning voice from India, were themselves too slow in infusing 
some political nous into the commercial competence of Finsbury Circus. A 
corrective would have been valuable at an earlier date. To take one instance, 
far more authority in dealing with the AIOC should have been delegated to 
H.M.’s Ambassador at Teheran. 

And what of Persia? The constancy of Persian nationalism should not be 
underrated. For 150 years Persia was interposed as a buffer between the 
spheres of influence of contending Great Powers in Asia. Apart altogether 
from oil Persia stands in a strategic position, a fact which has caused her 
territory to be fought over in two great wars. The reflex of this pressure is 
seen in a natural display of conscious nationalism. But, when all is said, 
Persian civilization is a reality and has been patient under many shocks. 
There have been times before when the machine has broken down, with no 
spare parts ready to set it working. Yet somehow it is mended and works 
again. In spite of lapses into bigotry and emotion, the Persian character has 
a quiet charm and insistence, showing how it is that Persia has survived for 
twenty-five centuries and remains herself. 

Persia is a country somehow within, and yet without, the community of 
Asia, aloof on her plateau, the home of an enduring culture that never wholly 
absorbed the Islamic inspiration, in some sense a Western State set down too 
far to the East, regarding the West with an amused tolerance and the East 
with a measure of disdain. 

It is wholly fitting that through this agreement Persia should be the first 
in Asia outside the Commonwealth to join the comity of Western nations. 
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PEKING, MOSCOW AND SOUTH-EAST ASIA 


HE Chinese Communists did not wait for more than ten days after the 

Geneva “settlement” before launching the political campaign for the 
subversion of Siam. On July 30 the exiled former Prime Minister of Siam, 
Pridi Phanomyang, published a manifesto from Peking appealing to his com- 
patriots to reject the aid of the United States for their country and to have 
nothing to do with any international combination unfriendly to China. It is 
clear that Pridi hopes to return to power in Siam with Chinese Communist 
support and is ready to bring Siam into the orbit of Peking as the price of 
this support. 

Chinese policy in East Asia at the present time runs on almost exactly 
parallel lines to Russian policy in Europe. The Russian purpose, steadily 
pursued through every trick and turn of diplomatic manceuvre and propa- 
ganda, is to disrupt the North Atlantic Treaty Organization, to prevent the 
ratification of EDC and the rearmament of Western Germany, and to bring 
about the withdrawal of American forces from Europe, so that the European 
nations, disunited and unprotected in the face of the overwhelming military 
power of the compact Soviet b/oc, will have no option but to conform, first 
their foreign policies and ultimately their internal policies, to Soviet dicta- 
tion. In the Far East the Chinese purpose is to force the withdrawal of 
American forces and protective support from Japan, South Korea and 
Formosa, and to prevent the projected South-East Asia Treaty Organization 
(SEATO) from coming into existence, so that all the weak, unstable or dis- 
armed countries from Japan to Indonesia will have to submit to the hege- 
mony of Peking. Just as Russia after the defeat of Hitler attempted, and with 
partial success, to take over the inheritance of the empire which the Nazis 
had created in Europe, so Communist China aspires to be the heir to that 
“Greater East Asia” which Japan possessed in outline between 1941 and 
1945. The condition of achievement in both cases is that alliances for defence 
against Russian or Chinese expansion should be dissolved (or prevented 
from being formed) and that American power should be excluded from both 
Europe and Asia. The themes of Communist propaganda in pursuit of these 
objectives are always the same; American imperialism is the sole threat to 
world peace, all alliances to which the Soviet Union (or the Chinese People’s 
Republic) is not a party are designed for aggression, all nations which admit 
American bases on their territory, or even accept American military aid to 
strengthen their defences, have surrendered their national independence to 
imperialism. Europe for the Europeans and Asia for the Asians! Americans, 
go home!—as is scribbled on walls by Communists in every place outside 
the Western Hemisphere where American soldiers or airmen are stationed. 
And if indeed all the Americans went home, how admirably, from a Com- 
munist point of view, the affairs of Europe and Asia would settle themselves. 
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There would be no need of war—apart from local police actions and deporta- 
tions; the balance of military power in favour of the Communist States 
would be too great for argument. Prudent politicians everywhere would 
rejoice loudly in the new era of freedom, peace and democracy, and the less 
prudent would quickly disappear. 

In contrast to the striking similarity of Russian and Chinese efforts to 
avert or disintegrate any defensive combination of non-Communist States 
in their respective regions of the world, there is a no less striking disparity 
between the attitudes of the Western democracies as a group towards the 
problem of defence in the two areas. In Europe, Britain, France and the 
United States have combined in NATO with the majority of the non- 
Communist States of Europe to produce an effective common defence and 
define a boundary which they have made clear to the rulers of the Soviet 
Union cannot be crossed without war. Serious political difficulties have 
indeed arisen in connexion with the endeavour to strengthen NATO by a 
controlled rearmament of West Germany, and at the time of writing it is not 
yet certain whether or not the EDC treaties will be ratified by the French 
Assembly; there are few, nevertheless, even among those opposed to Ger- 
man rearmament who deny the need for some kind of collective defence of 
Western Europe or claim that the security of their countries can be entrusted 
simply to Russian promises and expressions of goodwill. It is only when we 
turn to the Far East that we find widespread advocacy of negotiation, not as 
a supplement to, but as a substitute for, common defensive arrangements, and 
reluctance to undertake any commitment of alliance on the ground that it 
might increase tension. In the Far East all the arguments that were found 
convincing, and are still accepted as valid, for the creation of NATO are 
rejected when it is a question of setting up its counterpart SEATO. So far, 
except for the United Nations’ collective intervention in Korea, defensive 
arrangements in the Far East have been piecemeal and disjointed, without 
any general plan or understanding between the principal Powers concerned. 
The American defence agreement with the Philippines and the Security Pact 
with Japan are purely bilateral alliances; so also is the pact with South Korea. 
The protection given to the Chinese Nationalist remnant in Formosa is a 
solitary American policy unsupported by America’s European allies. The 
ANZUS Pact linking the United States, Australia and New Zealand is un- 
related to the defence of South-east Asia. The French have fought their war 
in Indo-China by themselves—though latterly with American aid in war 
material—and the British have dealt with the Communist revolt in Malaya 
strictly as an internal matter. All efforts to organize a joint defence for South- 
east Asia have so far proved unavailing. Before the Geneva Conference the 
United States proposed a defence pact in order to create a “situation of 
strength” for negotiating with the Communist Powers, but Britain rejected 
the proposal on the ground that it might increase tension and that no such 
provocative move should be made until peaceful diplomacy had been given 
its chance. During the conference—when China and the Vietminh responded 
to the British gesture by intensifying military operations against the French 
forces—there was talk in London of concluding a defence pact if the 

Aa 
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conference should “‘fail”’, thatis, if the war in Indo-China continued. But since 
the conference “‘succeeded”’, that is to say since the defeated French capitulated 
to an extent sufficient to induce China and the Vietminh to grant them an 
armistice, British policy has again shown signs of reluctance to take any 
definite stand. Britain has indeed consented to participate in the conference 


to be held at Bagnio, but it remains to be seen whether any firm agreement 
can be reached there. 


Communism Breaks Through 
5 loners situation is highly favourable for the expansion of Chinese influence 


and “‘leadership”’. It is indeed in South-east Asia and not in the Korea— 
Japan sector of the Far East that Communism has succeeded in achieving a 
break-through. The war in Korea, though it exacted a heavy toll in both 
men and money from the Western Powers and gave China an unreversed 
military victory through the defeat of the Allied advance to the Yalu in the 
autumn of 1950, ended with a fighting front nearly identical with the previous 
line of demarcation between North and South Korea and no military advan- 
tage on the side of the Communists sufficient to enable them to dictate terms; 
thus the partition of Korea has continued, with no obligation on South 
Korea to submit to all-Korean elections except under United Nations super- 
vision. In Indo-China, on the other hand, the war ended in a catastrophic 
French defeat, and the French force holding Hanoi was in such a perilous 
position that France could only negotiate from a position of extreme 
weakness. The purely military terms of the armistice were by no means un- 
favourable to the French, considering the disastrous outcome of the fighting 
in Tongking; but the political terms were such as to provide China and the 
Vietminh with the conditions necessary for the attainment of complete con- 
trol over Indo-China within a short period of time. South Vietnam and Laos 
are forbidden to accept any military aid for building up their forces from a 
foreign source, that is from America, while the heavily armed Vietminh 
remain the only effective military factor in Indo-China apart from the French, 
who are to withdraw by stages. Further, South Vietnam is committed to taking 
part in all-Vietnam elections in July 1956 under the supervision, not of the 
United Nations, which has been excluded from any part in the Indo-China 
settlement, but of the Armistice Control Commission consisting of India, 
Canada and Poland. 

These terms were negotiated between the Great Powers without reference 
to the Vietnamese Government recognized by both France and Britain, and 
imposed on that Government against its most bitter protest. The Vietnamese 
Foreign Minister, Tran Van Do, told a press conference that he had not been 
consulted either about the armistice demarcation line or about the proposed 
elections. At a public session of the conference the Vietnamese delegation 
entered a formal protest against its exclusion from direct armistice negotia- 
tions between France and the Vietminh, the rejection without discussion 
of its appeal for United Nations supervision of elections, and the decision 
taken on the elections without the consent of the Vietnamese Government. 
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Vietnam, nevertheless, had to sign the final armistice agreement, since her 
army was under French command and she was in no position to fight alone. 
Cambodia, on the other hand, with the advantage of being well behind the 
fighting front—except for an insignificant guerrilla activity of Vietminh bands 
—unexpectedly asserted her recently conceded sovereign rights against the 
dictation of the Great Powers. M. Mendés-France and Mr. Eden had already 
agreed to terms which would have left Cambodia quite defenceless against 
future attack, when the Cambodian delegates, to everyone’s astonishment, 
declared that they would not in any circumstances sign such an agreement. 
The strongest French and British pressure was brought to bear on them to 
yield, for it was feared that their stand would wreck the conference, but they 
remained obdurate. In the end it was the Communists who gave way and 
Cambodia obtained a substantial mitigation of the terms originally con- 
templated. 

The agreement on Indo-China reached at Geneva between Russia, China, 
France and Britain was not an agreement of the Big Five, because the United 
States dissociated herself from it. Although Mr. Bedell Smith was sent back 
to Geneva for the closing stages of the conference, the American Govern- 
ment, which had not itself suffered military defeat in Indo-China, saw no 
reason why it should accept responsibility for a capitulation at the expense 
of three Asian peoples brought about by the military defeat of France. The 
American delegation, however, at the final session of the Geneva Conference, 
made a unilateral declaration the full significance of which does not seem to 
have been appreciated in this country. After declaring that the United States 
would not try to alter the new situation by force but would regard “with 
gtave concern” any further aggression by the other side, the statement went 
on to reassert the American view that the United Nations was the only proper 


body for supervising elections intended to reunite partitioned countries and 
added: 


With regard to the declaration made by the representative of Vietnam, the 
United States reaffirms its traditional position, according to which peoples 
have the right to decide their own future, and states that it will not 
associate itself with an arrangemert which would be contrary to this 
principle. 


Rapids Ahead 


. point of the American declaration is that it leaves the American 
Government free for the future to support South Vietnam against the 
authority of the Armistice Control Commission, The agreement on elections 
for Vietnam, far from having settled the matter, contains the seeds of a 
major international crisis which, by the time-table laid down, may be 
expected to mature in the summer of next year. The agreement provides 
that the elections, supervised by India, Canada and Poland, are to be held 
in July 1956, and that consultations for holding them are to begin between 
representatives of the two zones (North and South Vietnam) in July 1955. 
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The basic fact in the situation is that North Vietnam has been handed 
over to a Communist-controlled régime and has a larger population than 
South Vietnam. It follows that if, in accordance with the normal practice 
of “‘people’s democracies” the Communists and their stooge parties were 
to muster all the votes of North Vietnam, they would not need any at all in 
South Vietnam in order to have a majority in the whole country and acquire 
a title to take over South Vietnam. Equally they could get an all-Vietnam 
majority with a heavy majority in the North and a substantial minority 
vote in the South. The South thus faces the prospect of subjection to the 
Vietminh in two years unless the anti-Communist parties can gain a majority 
in Vietnam as a whole, and this is impossible unless conditions of genuine 
political freedom can be established in the Communist-ruled zone. Such 
conditions are supposed to be guaranteed by the Geneva agreement. But 
so far every treaty undertaking by a Communist State to observe political and 
civil liberties has been shamelessly violated; the Yalta pledge given on 
behalf of Bierut’s Poland and the obligations written into the post-war peace 
treaties with Hungary, Rumania and Bulgaria had not the slightest effect in 
assuring rights of political opposition to Communist dictatorship in those 
countries. Indeed the use of political terror to crush opponents is so essential 
a part of Communism that actually to renounce it when in power would be 
equivalent to abdication. There is no reason to expect the Vietminh to be 
more scrupulous in keeping promises of this kind than the Soviet satellite 
régimes of eastern Europe. But if the Vietminh does not grant genuine 
political liberty in North Vietnam, will South Vietnam still be bound by the 
agreement to take part in all-Vietnam elections which will not be “free” for 
the larger half of the electorate? It is in relation to this issue that the com- 
position of the Armistice Commission assumes great importance. As the 
Polish representative will in any case always act in accordance with his Com- 
munist duty, India holds the casting vote on the commission, and the record 
of Indian endeavours to cultivate friendship with the Chinese People’s 
Republic makes it extremely unlikely that Mr. Nehru will be prepared to 
imperil what is apparently the supreme aim of his foreign policy by too close 
a scrutiny of the acts of China’s Vietminh protégés. It is only too easy not to 
find evidence of political terror when one does not wish, for a system of 
terror operates through countless acts, each one of which needs to be proved 
separately, and witnesses are unwilling to come forward when they have 
themselves no protection against reprisals. China certainly expects India to 
give the Vietminh a clean bill of political health, so that they can claim 
fulfilment of the Geneva agreement on elections and thus absorb South 
Vietnam. But the American Government and the anti-Communists of Indo- 
China also expect India to behave in this manner; neither has any confidence 
in India’s impartiality as an arbiter in Vietnamese politics. It is quite likely, 
therefore, that when the time comes next summer for North and South 
Vietnam to set up a joint authority for preparing the elections, South Viet- 
nam will refuse to co-operate, and that the United States, which retains full 
freedom to judge Vietminh behaviour for itself without being bound by the 
reports of the Armistice Commission, will give support to this refusal. 
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The crisis which would arise in such an event would be likely to produce 
an unprecedented confusion in the current alignments of the Great Powers. 
Russia and China would at once declare that the Geneva agreement had been 
violated. Britain and France would be reluctant to reject the majority opinion 
of the Armistice Commission, partly because they are committed by the 
Geneva agreement to recognize its authority (as the United States is not), 
and partly, as far as Britain is concerned, by Commonwealth ties with India. 
France would probably be found on the side of the Vietminh, for the French 
have made it abundantly clear that they are through with fighting in Indo- 
China and they may be expected to go to any lengths rather than risk a 
renewal of hostilities against the Vietminh. For Americans, on the other 
hand, the cause of Vietnam would provide all the moral and political elements 
required for an active policy with strong popular support. There has always 
been reluctance in America to intervene on behalf of residual French colonial- 
ism in Indo-China, even for the purpose of containing Communism, but to 
be the champion of a weak Asian people sold out to the Communists by a 
collusive Great Power deal would be a very different rdle for America to 
play and one far more congenial to the national outlook. The possibility that 
the United States may replace defeated and defeatist France as the protector 
of South Vietnam is enhanced by the fact that since the advent of Ngo Dinh 
Diem to power it is no longer just the “Bao Dai régime” that is in question; 
the austere Catholic nationalist who refused to take office until France granted 
full independence to Vietnam is a political leader in his own right who cannot 
be ignored as either a playboy or a French puppet. 

Failure to bring South Vietnam into the orbit would be a considerable 
setback to Chinese Communist policy, not only because of its own value— 
it includes the principal rice surplus area of Indo-China—but even more 
because a Vietnam united under Communist rule would be the key to Com- 
munist supremacy in South-east Asia. Peaceful annexation of South Vietnam 
by the electoral procedure laid down at Geneva would greatly enhance the 
prestige of the Vietminh, already raised high by its military victories. The 
relatively small and weak States of Laos and Cambodia, whose principal 
communications with the outer world pass through South Vietnam, could 
not stand up for long against a unified Communist Vietnam, particularly as 
the armistice agreement establishes a Communist element in the administra- 
tion of two provinces of Laos in return for the withdrawal of the Vietminh 
invaders, thus legalizing a permanent fifth column inside Laos. With Com- 
munist influence once predominant in Laos and Cambodia, Siam would be 
under pressure all along her eastern frontier, and there would be ample 
opportunity for the infiltration tactics which have already been used so 
effectively in Indo-China. Confronted with the combined might of China 
and the Vietminh Siam would quickly succumb unless assured of immediate 
and massive military aid from a Great Power. If Siam fell, Communist power 
would at once extend to the borders of Malaya, and the insurrection there, 
now six years old and never yet decisively crushed, could not fail to revive 
with increased force. The British authorities, who would no doubt, as usual, 
pooh-pooh the danger until the last moment, would suddenly discover to 
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their astonishment that the rebels had somehow armed themselves with an 
abundance of formidable modern weapons, and Britain would have her own 
Dien Bien Phu. It would then be found that no military reinforcements could 
be spared for the Far East, and it would become necessary to resort to the 
device invented by the ingenious M. Mendés-France for dealing with such 
situations. The British Foreign Secretary (whoever he might then be) would 
announce that he would resign unless he succeeded in concluding an armistice 
within thirty days; after keeping the nation in suspense for that period, he 
would “succeed” on the last day, and having handed over Malaya to the 
Communists, would return in triumph to be greeted with hearty applause 
from both sides of the House of Commons. 

The progression Vietnam-—Laos-Siam—Malaya may well, however, be 
varied by a coup in Siam before the absorption of Indo-China into the Chinese 
satellite system has been completed. As long as Siam is left without any 
definite commitment of military alliance to sustain her in her present anti- 
Communist course, there is a strong possibility that she may be intimidated 
by China and seek to save herself by passing over into the Communist camp. 
After what has happened at Geneva the Siamese must find it difficult to have 
confidence in any Western Power, and they may well deem it the better part 
of valour to bring back Pridi Phanomyang complete with Chinese advisers, 
denounce the aggressions of American imperialism and send delegates to the 
World Peace Congress. If this happens in the near future, the Western 
Powers, who have failed even at this hour to conclude a South-east Asia 
Defence Pact, will have only themselves to thank. 


Illusion of a Rift 


HOU EN-LAI may well congratulate himself on the success of his 

diplomacy up to date. China has won the war in Indo-China without 
committing any of her own troops in the front line and thus providing a 
pretext for American retaliatory bombing of China; the Vietminh victory 
must be counted as China’s, for it could not have been gained without the 
massive aid in arms and supplies (partly of Russian origin) poured across the 
frontier by Ho Chi Minh’s Chinese backers. At Geneva Chou has gathered 
in his winnings, but at the same time, by consenting to take Vietnam in two 
bites instead of one, has established a reputation for reasonableness and 
moderation and revived—perhaps deliberately—the consistent British hope 
of a rift between Peking and Moscow. There were no doubt occasions 
at the conference when the Soviet and Chinese Foreign Ministers did not 
run perfectly in harness; the European preoccupations of Russia sometimes 
inevitably brought about a divergence of view from the concentration of 
Chinese diplomacy on the questions of South-east Asia. But rifts are relative 
in importance, and at Geneva the disharmony, such as it was, between the 
policies of Peking and Moscow, was negligible in comparison with the deep 
disagreement between the United States and her European allies. It is the 
Western and not the Soviet-Chinese b/oc that at present stands disunited. 
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Although minor differences may arise between Russia and China there is 
no good reason to expect a breakdown of their alliance. Apart from their 
common ideology and the international outlook produced by it, the alliance 
has paid handsome dividends to each partner. China has been enabled by 
large-scale military aid from Russia and the protection of the alliance to fight 
a war and play a part in world affairs to which she could not possibly aspire 
on her own resources. South-east Asia, as a region in which Russia has never 
had any direct interest, can be assigned to China as her sphere without any 
reservation by Moscow, and China can rely on Russian diplomatic support 
for a forward policy in that area. In return Russia not only sees the Western 
Powers harassed, humiliated and disarrayed by Chinese actions without any 
dangerous involvement of. Russian forces, but also receives Chinese diplo- 
matic support for her own policy in Europe. Chou En-lai on his visits to 
Berlin and Warsaw emphasized that China was interested not only in Asian, 
but also in European, affairs, and fully endorsed the Soviet line on the 
“division” of Europe. In thus concerning himself wii Pvrope, Chou was 
not merely rendering a quid pro quo for Russian support a.. Geneva; it is part 
of current Communist doctrine that world affairs should be regulated by the 
Big Five, and China, as one of the Big Five, claims world-wide, and not 
merely Far Eastern, rights of diplomatic participation. 

Chinese policy is thus firmly based on the Soviet alliance, and this is fully 
in accord with the all-embracing internal propaganda which represents the 
Soviet Union as China’s disinterested friend as well as the pioneer of Com- 
munism. But Chinese policy is also based on a Pan-s\sian and anti-colonial 
conception which can be used to exert influence outside the range of Com- 
munist rule or allegiance, and in particular to neutralize India. Apart from 
the Soviet alliance, the attitude of Mr. Nehru, for whom Western colonialism 
is still the greatest danger for Asia, is China’s principal international stand-by. 
It enables China to go ahead with a policy of penetration and infiltration in 
South-east Asia while India, preoccupied with the perennial conflict with 

Pakistan, not only does nothing to promote a common defence of the area, 
' but seeks to dissuade Britain from doing anything either. Mr. Nehru is 
entirely sincere in his belief that Communist China does not threaten the 
peace of Asia, just as Mr. Chamberlain was entirely sincere in his belief that 
Hitler could be tamed by peaceful negotiation without the need for armaments 
and alliances; the sincerity of such beliefs does not, however, render their 
consequences any the less tragic, and by the time events have brought final 
disillusionment it is already late, if not too late, to organize resistance. The 
forbearance of China with regard to Burma, where the activities of the 
Kuomintang bands on the Chinese border have given Peking an excellent 
pretext in international law for armed intervention, strongly indicates that 
it is China’s policy to avoid any provocative act in the direction of India until 
the more easterly and southerly parts of South-east Asia have been brought 
under Communist control. Burma is to be last on the list. India is to be 
flattered, reassured and lulled until China’s supremacy has been consolidated 
farther east; it will then be time enough to inform Delhi who are the masters 
in Asia. 





344 CHINA WINS THE PEACE 


Britain cannot, like India, be wooed by appeals to Pan-Asian sentiment 
or anti-colonial principles, but it is hoped to neutralize Britain and keep her 
detached from America by playing on hopes of trade and fears of an attack 
on Hong Kong. In spite of the fact that Hong Kong is the most obvious target 
for Chinese national irredentism and anti-imperialism, the Communists have 
hitherto refrained from making any move against it—indeed there has been 
less hostile agitation than there was in the days of the Kuomintang. Hong 
Kong is far too valuable to Peking as a political hostage for its elimination 
just now to be worth while, even if it could be accomplished without war. 
The aim of Chinese policy is to keep Britain separated from America and 
any premature attack on, or threat against, British territories, would only 
bring them together. The prompt Chinese apology for the shooting down of 
the Skymaster airliner off Hainan reflects the same anxiety to avert a British- 
American common front in the Far East. The time might come, however, 
when it would be safe for China to move against British territories because 
joint British-American action would have become impossible. If, for example, 
Britain were to refuse to support America in defence of South Vietnam or 
Siam, American public opinion would be overwhelmingly against any inter- 
vention in aid of purely British colonial interests in Hong Kong, Malaya or 
North Borneo. 

Chu Teh’s recent statement in Peking that Communist China will “liberate” 
Formosa and that no other nation will be allowed to interfere raises the 
possibility that the Chinese may provoke a war against the United States on 
an issue which would find the latter completely isolated from the other 
Western Powers. The declaration may be regarded as an idle boast, but on 
the whole it seems the Chinese Communists do not bark without biting, and 
it may be that Russia has agreed to provide China with sufficient air power 
and naval units to launch an invasion of Formosa from the mainland across 
the intervening hundred miles of sea in defiance of the American protection. 
If the Chinese Communists were actually to do so in present circumstances, 
there can be no doubt that the Americans would strike back and that a full- 
scale Chinese-American war would ensue. But the leaders in Peking may 
reckon that a convincing threat of attack on Formosa would cause the 
other Western Powers to put pressure on the American Government to “do 
a Geneva” on the Nationalists and that the Americans in alarm at the prospect 
of having to “go it alone” would give way. 

Britain can hardly be expected to underwrite the American policy of pro- 
tecting Formosa, which was from the outset unilateral and incompatible with 
the British de jure recognition of the People’s Republic. In South-east Asia, 
on the other hand, there is every reason for Britain to join with the United 
States in a firm alliance to stop any further Communist advance. There is no 
time to lose, for the political disintegration of South-east Asia is already far 
advanced. The impression of Communist irresistibility produced by the fall of 
Dien Bien Phu and the outcome of the Geneva Conference can only be recti- 
fied by a demonstration at an early date of a resolute and united will to makea 
stand somewhere. In words recently uttered by an American general, “I know 
of no way of defending South-east Asia except to go ahead and defend it.” 
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CHANGES IN A TRADITION OF FOREIGN POLICY 


M OST Americans when looking at Europe cannot avoid doing sothrough 
a pair of spectacles both lenses of which may slightly distort their 
vision. 

The first lens is that of history. The psychologists have taught us that a 
man is unconsciously influenced throughout his life by the events that have 
especially affected him in his childhood. Without over-emphasizing the ana- 
logy, it may be suggested that the past experiences of a country, which to- 
gether constitute its history, cannot fail to influence the thinking of those 
who have to determine its policy. This is true, in particular, of its foreign 
policy, because this tends to be more consistent than is that which is 
concerned with internal affairs. A change in the party which is in control of 
the government will, as a general rule, have little effect on the broad lines 
along which foreign relations have been guided in the past. 

American experience is no exception to this rule. For more than a century 
and a half, beginning with George Washington’s declaration in his Farewell 
Address, the foreign policy of the United States has been dominated by the 
desire to have as little to do with Europe as possible. It is sometimes for- 
gotten that the Monroe Doctrine (1823) had a double aspect in that, while 
Monroe asserted that Europe ought not to exercise any more influence than 
she then possessed in the Western hemisphere, he affirmed that “our policy 
in regard to Europe, which was adopted at an early stage of the wars which 
have so long agitated that quarter of the globe, nevertheless remains the 
same, which is, not to interfere in the internal concerns of any of its Powers”. 
During the American Civil War the foreign policy of the North was con- 
cerned solely with preventing any European country from coming to the 
aid of the South. In the closing years of the nineteenth century the war with 
Spain left the United States in control of the Philippines, with the result that 
American eyes were directed, even more than they had been in the past, 
towards the Far East rather than to Europe. 

It was natural, therefore, that a strong isolationist sentiment in regard to 
Europe should exist in the United States when the first Great War began in 
1914. From the purely practical standpoint there was much to be said for this 
predominant point of view. Although there was a considerable commerce 
between the United States and Europe, this was of limited importance except 
that which was carried on with Great Britain. The export of cotton and of 
tobacco from the Southern States was of vital interest to them, but, apart 
from this, no section in the United States had any material concern in Euro- 
pean trade. For that matter, the rapidly expanding internal industry of the 
country led toademand for protection against imports from foreign countries, 
and it was because the Republican Party represented this desire that it 
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remained in power for so many years. The United States had little to ask of 
Europe, and as long as she was left alone she was entirely satisfied. 

America’s entry into the 1914 war in 1917 was not a departure from this 
settled policy, although at first sight it would seem to have been a complete 
repudiation of it. Although the immediate ground on which the United 
States entered the war was the sinking of American ships without adequate 
warning by German submarines, it is now generally recognized that the basic 
reason for American belligerency was the conviction that a German victory 
would endanger the safety of the United States, with the result that she would 
be forced into a position of perpetual armed defence. Rather than face sucha 
future the American people were prepared to enter the war. But after the 
war had been won it was generally hoped that the pre-1914 position of 
the United States would be re-established, and that it would once again 
become unnecessary for America to concern herself with European matters. 
It was for this reason that she refused to join the League of Nations. It has 
frequently been said that this refusal was due to the opposition of a small 
group of recalcitrant Senators, but the 1920 election, in which the Demo- 
cratic candidate, Governor Cox, was overwhelmingly defeated by his Repub- 
lican opponent, President Harding, whose stated desire it was to return to 
“normalcy”, shows that the great majority of the American people were only 
too anxious to be separated in every way from Europe. 


Attempted Return to Isolation 


T was hardly surprising, therefore, that the United States took only a 

limited interest in the post-war problems, and that any constructive plans 
concerning the rehabilitation of Europe were regarded with indifference in 
Washington. For political reasons it was necessary to demand that the Euro- 
pean countries should pay their war debts, although no one believed that this 
could be done. President Coolidge expressed this view when he said, “They 
hired the money, didn’t they ?” 

After the collapse of the boom period in 1929 there was even less concern 
with foreign affairs. It was felt that little economic benefit could be gained 
from trade with Europe because that continent was more likely to send goods 
to America than to receive them. Even so internationally-minded a man as 
President Roosevelt took only the most tentative steps to establish a more 
favourable international situation, and he precipitated for domestic reasons 
the failure of the London Economic Conference in 1933. Perhaps no other 
country has ever attempted to ensure its neutrality by legislation to the same 
degree as did the United States with the enactment of the Neutrality Acts in 
1935 and 1937. They were an attempt to guarantee the non-involvement of 
the United States in any European war by the willing sacrifice of all trade 
which might in any way endanger her neutrality. It is probable that with the 
rise of Hitlerism a considerable number of Americans realized that a foreign 
policy based primarily on the maintenance of neutrality was not enough, but 
the majority of the people still believed that they must keep out of any 
European war at all costs. President Roosevelt attempted to alter this feeling 
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in his famous “Quarantine” speech in 1937, but the hostile reception given 
to it proved that he was ahead of his time. It is not necessary to trace the 
various steps by which the United States finally became a participant in a 
European war for the second time in 1941, but they show how hesitant were 
the people to alter their established position. 

To emphasize the nature of the American point of view as expressed in its 
foreign policy, it may be of interest to contrast it with that of Great Britain, 
because during all this period the British interests were of a different charac- 
ter. These can be summed up by saying that if Great Britain were to live it 
was essential for her to maintain her international trade. It was, of course, 
necessary to defend the British Empire against any attack, but this by itself 
was not enough; it was also essential to create as far as possible an inter- 
national situation which would enable the British people to enjoy friendly 
relationships with as many countries as possible, so that they could sell their 
manufactured goods abroad and in return receive the required raw materials. 
Goodwill, therefore, was as important to the English as was defence. The 
pax Britannica was not the result of altruism, although it benefited the world 
as a whole: it was the key-stone of British foreign policy. No foreign war, 
however remote, could leave Great Britain indifferent, because it might affect 
that trade which was her life-blood. Where America thought in terms of 
defence against possible aggression, England thought in terms of world 
commerce. 

If, then, the tradition of American foreign policy has, from the inception of 
the Republic to the attack on Pearl Harbour, been against any involvement in 
European affairs, is it not highly probable that there remains a nostalgia for 
the earlier isolation which will continue to affect American thought? It is 
true, of course, that the United States has accepted her place in the United 
Nations, and that she has played an important part in the reconstruction of 
Europe by the Marshall plan and in the establishment of N.A.T.O., but these 
various steps have been taken out of a sense of necessity and without much 
enthusiasm. Nothing, therefore, has irritated American public opinion so 
much as the suggestion that the United States has become involved in Euro- 
pean affairs because of imperialist ambitions, and that she desires to rule the 
world in the Roman manner. The exact opposite is nearer the truth. If it were 
not for the conviction that American security depends on a strongly organized 
Atlantic community, there would probably be a return to some modified 
form of isolationism, and no financial considerations would affect this deci- 
sion, one way or the other. 

It is, therefore, important to remember that American foreign policy is 
based primarily on the conception of defence, and that other considerations 
play only a comparatively minor part. Thus, to take one example which has 
given rise to difficulty, even if increased trade with China were to bring 
definite economic advantages to Europe, this would not justify the trade 
from the American point of view if it tended in any degree to endanger the 
defence and safety of the United States. It follows that a matter which may 
be considered of importance by an international commercial country such 
as Great Britain, even though it may involve a certain degree of risk, will 
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pethaps be regarded from an entirely different standpoint across the 
Atlantic. 

The second lens through which an American looks at Europe is that of 
American internal affairs. In other words, an American looking at Europe 
is in general an American belonging to either the Republican or the Demo- 
cratic Party. If he is critical of the administration in Washington on domestic 
grounds it is probable that he will regard with sympathy the criticisms of 
American policy which are expressed in most European countries. He will 
himself fear that there is a danger that the extreme right-wing of the Repub- 
lican Party may get into control, and that, as a result, American foreign 
policy may be conducted so ineptly as to increase the risk, sooner or later, of 
a third World War. He may also feel that the various attacks on individual 
freedom of thought, with special reference tothe hearings conducted by Sena- 
tor McCarthy’s Senate committee, are in conflict with the basic principles of 
American life, and he will therefore feel that European comments on these 
are justified. He will understand why so many Europeans are afraid that the 
United States may, in the future, become anti-liberal both in its foreign and in 
its domestic policy. On the other hand, if he is a Republican he will regard 
these criticisms as an expression of prejudiced hostility, and as some evidence 
that the Communists have succeeded in misleading the peoples of Europe. 
If he is of the extreme right-wing they will strengthen his belief that “America 
ought to get out of Europe”. The criticisms directed against McCarthyism 
are, he believes, greatly exaggerated; Communism cannot be fought with 
kid gloves, and it is therefore necessary to handle Communists with a certain 
degree of roughness, even if this may involve a technical violation of their 
constitutional rights. Any European opposition to a “strong” policy against 
the Communists is regarded as an indication of softness, and as an expression 
of Munich mentality. These critics tend to forget that at the time of Munich 
they were the most vehement supporters of an absolute neutrality policy on 
the part of the United States. 

When, therefore, an attempt is made in this article to state what an Ameri- 
can thinks of Europe it is necessary to envisage an American who is not too 
strongly influenced by history and who is not a violent supporter of either 
political party. He is a member of a surprisingly large group, for American 
thinking both on international and on national affairs is remarkably fluid at 
the present time. 


Three General Opinions 


HEN we turn to the more specific problems in foreign policy, it is 

convenient to begin with three ideas which are so generally held by 
persons who have any political consciousness that they can be described as 
part of an American point of view. 

The first is the realization that, for the first time in history, the United 
States is exposed to direct attack. There are, of course, some people who are 
so optimistic by nature that they regard foreign aggressionas impossible under 
any foreseeable circumstances, but they are few in number. The United 
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States, whether rightly or wrongly, is far more aware of the danger of attack 
by atomic and thermo-nuclear weapons than is any European country. This 
is due toa number of concurrent reasons. The Americans, who are more news- 
conscious than are the people of other countries, are continually subjected to a 
barrage of warnings head-lined in the press. Making their readers’ flesh creep 
has always been a popular newspaper activity. To an even greater extent is 
this true of radio commentators. The neutral and soporific delivery of news 
by the B.B.C. in no way resembles the staccato fulminations which are poured 
over the American air-waves. Americans are also more interested in popular 
science than are the people of most other countries, so that the development 
of the atom and the hydrogen bombs has particularly stirred their imagi- 
nations. Even the young children have discarded the soldiers with which 
they used to play for a variety of atomic weapons; a popular Easter-egg last 
year contained miniature hydrogen bombs. Again, the American people 
have become so air-minded and are so accustomed to thinking in terms of 
world flights that it does not seem to them at all impossible that a plane, 
carrying a bomb large enough to destroy a whole city, may be able to fly 
from Moscow to New York across the North Pole. These various influences 
have greatly strengthened the traditional American emphasis on defence as 
the cardinal principle of foreign policy. 

The second general opinion in the United States is that if the various 
European countries were prepared to forget their historic enmities, and to 
unite in creating an efficient European society, such as a European Federa- 
tion, there would be a far greater hope of world peace. Having seen the 
almost incredible success which has resulted from American federation, 
many of the people in the United States regard the Europeans as irrational 
in failing toadopt a similar system which would be both politically and econo- 
mically viable. This belief is held in spite of the fact that the Americans 
realize that there are serious language, religious, and historical problems in 
Europe, but they feel that it ought to be possible to aim at greater integration, 
especially when faced with the danger of Communist aggression. A certain de- 
gree of integration has been achieved in the provision of defence by N.A.T.O., 
which has received full American support, but this is of only a limited nature. 
Much more remains to be done in the political and economic fields. 


The Nations of Europe 


HE third belief is that Europe can now stand on her own financial feet, 

although a limited amount of American aid, chiefly in the form of military 
expenditure, is still required. There is general satisfaction with the important 
part which Marshall aid has played in achieving this; there is recognition 
that it has served an American as well as a European purpose, for it is 
believed that most of Europe, with the probable exception of Great Britain, 
would have become Communist without it. There is relief in the United 
States that the need for this help has, in large part, come to an end, because 
as long as it continued it was a subject of political dispute, the extreme 
right-wing isolationists arguing that the money could be better spent on 
defence within the United States. 
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When we turn from these three general considerations, it is more difficult 
to comment with any conviction on the American’s attitude to individual 
European countries since this may be affected by particular emotional in- 
fluences. This is especially true in regard to Germany, but it is probable that 
the great majority of Americans accept the view that German rearmament 
is a necessity. It is obvious that Western Germany cannot be left entirely 
unprotected, and therefore, unless the Germans themselves take some part 
in the defence of their own country, the task must fall on others. The stronger 
Germany becomes the less necessary will it be for the United States to keep 
large armed forces abroad: it follows that a German army, integrated into a 
European defence force under N.A.T.O., would accord with American inter- 
ests. A certain number of people realize that this may give rise to the risk 
that Western Germany might eventually co-operate with Russia, as she did 
in 1939, but they regard this as a less immediate danger than that which comes 
from the East. 

As far as France is concerned the attitude of the average American may be 
described as resignation occasionally illumined by hope. The instability of 
the French governmental system taken as a whole is, perhaps, exaggerated 
by Americans who fail to realize that it is the permanent officials who in 
large part rule the country, but this is a difficult idea to accept in the United 
States where the Civil Service has always been of limited importance. At the 
moment, hope for a stronger France is in the ascendant, but even if this 
should prove illusory there can be no question of “writing off” France. It is 
impossible to disregard geography. France is so placed that if she were to 
fall under Communist domination the rest of Europe would almost inevitably 
succumb. For one thing, the United States would lose essential air bases in 
France and in North Africa, and the main supply lines to troops in Germany 
would be cut. The major cards are therefore in French hands. 

Italy is of particular concern to the United States, not only because of her 
intrinsic importance in the Mediterranean, but because of special ties. There 
ate a large number of Americans of Italian descent who have maintained 
close relations with the land of their origin, and most of them are strongly 
anti-Communist. Moreover Italy is the centre of the Roman Catholic religion, 
and therefore all Catholics, whether Italian or not, would bitterly resent the 
idea that the country in which the Holy See is located should fall into the 
hands of its most powerful enemy. It is possible that on this point the Irish- 
American Catholic feels even more strongly than does the Italian-American 
Catholic. 

When one turns to Czechoslovakia, Hungary, Poland, and Rumania, 
which are now under Communist domination, it is probable that most 
Americans are prepared to accept the view, however unpalatable it may be, 
that it is unlikely that their condition will be altered under existing circum- 
stances, and they are agreed that no active steps should be taken by the 
United States to encourage any attempts to overthrow the present govern- 
ments. There are, of course, considerable groups in the United States who 
have maintained their special interest in these countries of their family 
origin, and they are prepared to urge a far more violent American foreign 
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policy. This extreme view plays only a very small part in American political 
thought, but because it is extreme it receives more publicity than it deserves. 
The great majority of the people in the United States would regard a “war 
of liberation” or “a preventive war” with abhorrence. 

Jugoslavia has always bothered Americans because it is hard to know 
what to think about a country which practises Communism, but which is 
also on the western side of the Iron Curtain. Those who distinguish between 
Communism as represented by the USSR, where it is accepted as a reason 
for international aggression, and communism as represented by Jugoslavia, 
where it is regarded as a purely domestic system capable of acting in concord 
with the Western Powers, ate prepared to welcome Jugoslavia as a friend 
and ally, while those who regard Communism, whether aggressive or not, as 
anathema feel that they must make the best of a difficult situation by persuad- 
ing themselves that Communism in Jugoslavia is not really Communism. 

Perhaps the greatest recent change in American public opinion has been 
in regard to Spain. This is due in part, of course, to the realization that Spain 
may be an important factor in the defence of the United States, but also to a 
feeling that the Spanish Government is less reactionary today than it was in 
the past. The fact that an unprecedented nurrber of American tourists have 
recently visited Spain is evidence of an increasing friendliness on both sides. 


America and Britain 
 aarsaau and most important, an American looks at Great Britain, but 


he does so from so many different standpoints that he cannot help feeling 
confused at times. He knows instinctively that in any future war in which the 
one country is involved the other will also take part. Neutrality, whether 
British or American, is hardly conceivable. This realization, while strengthen- 
ing the feeling of unity, may also cause irritation because each country tends 
to think that the other may lead it into difficulties. The average American, 
even if he is strongly pro-British, is inclined to think that the English place 
too much emphasis on past experience. The Foreign Office, in his view, has 
not sufficiently realized that world conditions, and especially conditions in 
Europe, have altered irretrievably since 1939. It is peculiarly irritating to 
Americans to be told from time to time that they are inept in foreign affairs 
because they have not had sufficient experience; in their eyes an experience 
which has twice led Great Britain to the brink of destruction does not seem 
to be particularly valuable. On the other hand the British are irritated by what 
they regard as a certain degree of irresponsibility in the conduct of American 
foreign policy. This is inevitable because of the division of powers under the 
Constitution, but that does not make it any more welcome to other countries 
faced with peculiarly difficult negotiations. Perhaps this conflict in point of 
view is best illustrated by the major problem, already referred to, now in 
debate between the two countries, the admission of Communist China to 
the United Nations. The fact that this admission may be of little practical 
importance does not affect the fervour of the disputants. To the Americans it 
is an indication that the British have not sufficiently realized the Communist 
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danger, while to the English it means that the Americans are needlessly 
tisking a third World War by taking too intransigent a position. May not 
this conflict of opinion be due in part to the difference between America’s 
traditional emphasis on defence and Great Britain’s emphasis on goodwill? 

It was Henry James, an Anglo-American, who said: “It takes a great deal 
of history to produce a little literature.” It also takes a great deal of history to 
produce a sufficient ground on which to base a little prophecy. Such a 
prophecy is particularly uncertain in the field of international affairs, but is it 
unreasonable to predict that the common interests of England and America, 
which have bound the two countries together in the past, will continue to do 
so in the future ? 





IT CAN HAPPEN HERE 
A STUDY OF COMMUNIST INTRIGUE 


VER one-third of the earth’s surface is now firmly in the grip of world 

Communism. That is the inescapable fact which should, but unfortu- 
nately does not, shatter the complacency of everyone disposed to make light 
of the danger of Communism in Britain. Can the Red Empire be extended 
until the Soviet dream of complete world domination is achieved ? The Com- 
munists believe that it can. Indeed, their self-styled scientific analysis of 
historical development tells them that Communism not only can embrace 
the whole world, but will do so as inevitably as night follows day. The real 
Communist has a fanatical belief in the infallibility of his creed and, what is 
more important, considers it his duty to do everything in his power to hasten 
the day when the Hammer and Sickle will be hoisted in all the world’s 
capital cities. 

This fanaticism means, in effect, that the mind of the Communist is quite 
different from that of an ordinary man. He knows no national loyalties and 
recognizes none of the accepted standards of morality. To him the end justifies 
the means. An action is judged good or bad according as it advances or 
retards the fulfilment of the Communist dream of world domination. He is 
willing to lie and to cheat; to sabotage and to spy; he will disrupt industry 
and endanger the livelihood of his fellow countrymen; he will callously 
exploit the feelings of millions of men, women and children. All these 
things, and more, are justified in his eyes by the simple proposition that they 
speed the day when world revolution becomes a reality. 

It is useless to attempt an understanding of Co: “nunism without a clear 
insight into the minds of its adherents, It is impossiple to formulate plans for 
the defeat of its aims unless one recognizes that the free world is faced with a 
determined, internationally directed and energetically operated scheme to 
destroy the democratic way of life. 

Let us face another important fact. The biggest ally of Communism is the 
apathy of the general public in British and other non-Communist countries. 
The man who shrugs his shoulders and says that “it can’t happen here” is as 
dangerous in his way as the most active extremist agitator. He provides the 
fertile soil upon which the seeds of Communism are sown and are allowed to 
flourish. By doing nothing to fight against evil, he makes its triumph so 
much the easier. 

Somehow we must overcome this apathy. It can only be done if we in 
Britain are awakened to the fact that there exists among us an ins‘ ious 
enemy which has penetrated deeply into every phase of our national life. In 
one guise or another it has wormed its way into industry, the trade unions, 
schools, the Civil Service, the professions. Its tentacles reach into every walk 
of life. It has burrowed into youth organizations, women’s movements, and 

Bb 
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so on. It embraces every human activity which is conducted on a communal 
basis. 

It should never be forgotten that the force of Communism in Britain and 
the Commonwealth cannot be assessed by its numerical strength. Party 
membership in this country numbers a mere 35,000. Communist candidates 
are notorious for their lack of success at national and local elections. Yet, it 
is true to say that the Party is stronger and wields more influence today than 
at any previous time. This is particularly true in industry, where the main 
attack has been concentrated. 


The Struggle in the Factories 


HE writer well remembers the direction sent out from Party Headquarters 

following the Communist rout at the 1950 General Election. The issues 
involved, it said, would not be resolved in a reactionary Parliament, but by 
the struggle in the factories. This direction was in line with Lenin’s theory 
that the last battle for world Communism would be fought on the factory 
front. To win this fight, he said, the coal mines, transport depots, docks, 
shipyards, engineering plants and power stations must become fortresses of 
Communism. 

At the Party Congress held in 1952, Harry Pollitt, the Communist leader 
in Great Britain, laid it down that the factory branch was the highest and 
most important form of organization. He called for a thousand such branches 
in Britain’s vital industrial concerns. Orders sent out since then have em- 
phasized and re-emphasized this theme. The result is that within industry 
and the trade unions a great battle for power is in progress between re- 
sponsible trade-union leaders and a highly organized and disciplined Com- 
munist army. Let there be no illusions about the importance of this struggle. 
It is not too much to say that the whole future of this country is dependent 
upon its outcome. Good industrial relationships are the most important 
single factor in Britain’s future as a great trading nation. If our industries 
are ina permanent state of civil war we are doomed and Communism will 
triumph. 

All too often the Communists have emerged victorious from skirmishes 
that have taken place during the past few years. Too often they have been 
successful in fomenting damaging strikes against the wishes of responsible 
trade-union leaders. Let us consider two examples of Communist-inspired 
disputes. Important lessons can be learned from both. 

The first is the Canadian seamen’s strike of 1949. Although this started in 
Canada, the plans actually originated in Great Britain. The Communist Party 
was having great difficulty in promoting industrial strife and badly needed 
an artificial strike issue. The Party leaders believed that if a stoppage of work 
on a question of trade-union principles could be organized in the docklands 
of Britain it would quickly involve organized labour throughout the country. 

Contact with the Communist-led Canadian Seamen’s Union was established 
through Harry Davis, the President of that Union. He visited the United 
Kingdom and took part in secret conferences with the Party members 
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operating in the docks. He returned to Canada where he organized the strike 
which was to bring British dockers out in sympathy. This was pursued 
regardless of the cost to the seamen involved and of the suffering imposed on 
British dockers and their families. Mr. T. G. McManus, who was the Secretary- 
Treasurer of the C.S.U., has since revealed that in this strike, as in others, he 
obeyed “the Communist Party’s direct and specific orders both in helping to 
call the strikes and in helping to run them”.* He confirmed that the 1949 
dispute was called at the “‘secret request of the British Communist Party” and 
gave a detailed account of how Joe Salsberg, the trade-union director of the 
Party in Canada, took complete control of the strike. It will come as no 
surprise to anyone with inside knowledge of the movement that Mr. Salsberg 
is not, and never has been, a member of the Canadian Seamen’s Union. 

This strike cost Great Britain 400,000 working days in the docks and the 
men suffered an equivalent loss in wages. It struck a severe blow at Britain’s 
economy and at the whole principle of trade unionism. It was a Communist 
victory. 

Consider the second example—the London petrol strike. It took place in 
1953. Preparations, however, began as far back as 1950 when, following Mr. 
Pollitt’s direction after the polls, a special committee was set up to intensify 
agitation among transport workers. Three leading Party members, a lorry- 
driver, a busman and a docker, were given the task of organizing this 
agitation. The lorry-driver, working under Party control, led the petrol strike 
and the important meetings took place in secret at his house. The first bus 
depot to urge sympathetic action was the garage at which the second member 


of the committee was employed. The third member was busy in the docks 
attempting to obtain a boycott of all goods delivered by vehicles using so- 
called “black” petrol. 

This strike, which directly involved a comparative handful of people, 
came perilously close to bringing London to a standstill. Only the use of 
troops averted a serious situation. This strike, too, was called against the 
wishes of the trade-union leaders. 


A Calculated Strategy 


ANY more instances could be given. The unofficial stoppages at Ford’s, 

Brigg’s, Smith’s, and Austin’s conformed to the same pattern. So did 
the guerrilla strikes which were ordered by the Communist-led Electrical 
Trades Union. The guerrilla strikes had a twofold objective, neither of which 
had anything to do with the wage claim which they were supposed to further. 
They were intended, in the first instance, to disrupt Britain’s defence prepara- 
tions. The long-term strategy was to test in this country a form of industrial 
aggression which has been successfully employed on the Continent. Com- 
munists operating in other unions were instructed to study the results with 
great care and to adapt their tactics accordingly. 


* See Journal of the Transport and General Workers? Union, February 1951. 
+ Mr. Bert Slack, Mr. Bill Jones and Mr. Ted Dickens. 
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Because the E.T.U. strikes were intended as an example for others to 
follow, absolutely nothing was left to chance. Even the “solidarity march” 
through London was cleverly rigged. The electricians were given strike pay 
for their 24-hour stoppage on condition that they attended a mass meeting 
at the Empress Hall and followed this by parading through London behind 
four well-known members of the Communist Party. How was this done? 
Every E.T.U. member working for a contractor received a letter stating that 
the march would take place at an unspecified time and over an unspecified 
route. He could claim strike pay by filling in a form and handing it to a 
steward who would be waiting at the serminating point of the march. 
Thus, E.T.U. members had to parade in order to receive their pay. What 
Londoners saw was a march of some 7,000 men who were following their 
Communist leaders. In reality, it was a forced march—a form of pay 
parade. 

The reason for Communist successes in industry is to be found in the 
strategic deployment of their forces. The high command goes to endless 
trouble to ensure that the right man, or group, is in the right place at the 
right time. The 476 factory branches already in existence are concentrated in 
industries chosen by the Communist leaders. It does not just happen that 
trained agitators work in an industry which is vital to national security or to 
our export trade. In most cases these comrades were instructed to seek em- 
ployment in the particular concern. The personal wishes of the men and 
women involved are of no consequence to their superiors in the Party. A 
direction which readily comes to mind was that sent out to London Com- 
munists in March 1950 (immediately following the manifesto emphasizing 
that the struggle is now in the factories). This direction “asked” (and every 
Communist knows what that means) the comrades to change their jobs and 
their places of residence. They were told to move into the decisive boroughs 
and to find employment in the vital industries, such as engineering, building, 
docks and transport. As an encouragement to them it was noted that in 
1903 Comrade Stalin himself made a similar sacrifice when he was “‘sent”’ to 
the Baku oilworks in order to carry on the Party’s work. 

Once the comrades arrive at a particular factory they are quickly formed 
into groups and the local Party official makes contact with them. From then 
on they work under his close supervision, and it is their duty to report every- 
thing to him. Nothing is confidential—not even union business. Before every 
meeting of the union, the group meets and is given the line to adopt. These 
gatherings are frequently presided over by a comrade who is not even a 
member of the union concerned. 

The ultimate goal of the factory branch was frankly sketched by Mr. Tom 
Hopkins a miner who works at the Bedwas Colliery in South Wales and 
attended the 1954 Congress of the Party. He reported: “We have formed a 
Pit Party Branch. Whilst we are not quite ready for a revolution to take over 
the pit, we are getting nearer that goal. The miners at our Colliery must be looking 
to the Communist Party for leadership, otherwise they would not have elected 
me as their Vice-Chairman.”’* In stating this, he was merely repeating what is 


* From the Report of the 2oth Congress of the Communist Party. 
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drummed into the mind of every member of an industrially-based branch of 
the Party. They dream of the day when they will control the enterprise in 
which they work and they strive unceasingly towards that end. Meantime, 
however, the factory group has certain interim tasks. One is to ensure that 
the Party line is pursued at trade-union branch level. It is their job to pilot 
Communist-inspired resolutions through the branch and the local trades 
councils. 


Capturing the Machine 
he Communist cell is also charged with the task of capturing the 


administrative machinery of a union branch. This is most important be- 
cause it enables them to exert tremendous influence during the election of 
union officials and delegates to local and national conferences. It is, in fact, 
by obtaining control of the smallest units in trade-union organization that 
the Party attempts to place its representatives (and these men are not always 
known members) in the key union positions. Another function of the factory 
branch is to get Communists and fellow travellers elected as shop stewards. 

It will be seen that, through control of its factory organization, the Party 
is able to wield an influence inside the unions far in excess of its numerical 
strength. It must also be appreciated that the Red agitator is working in close 
contact with the union rank-and-file. This is invaluable in cases, such as the 
Transport and General Workers Union, where the Communists hold no 
official positions. At a time of crisis the workers are apt to follow the local 
unofficial leader who is a workmate, rather than the recognized union official. 

Red domination of the official trade-union organizations varies greatly. 
The Electrical Trades Union is completely controlled by the Party. Mr. 
Frank Foulkes the President, Mr. Walter Stevens, General Secretary, Mr. 
Frank Haxell, Assistant General Secretary, and Mr. Bob McLennan, National 
Organizer are all avowed Communists. The comrades also succeeded, 
without difficulty, in obtaining a clear majority on the committee set up to 
run the guerrilla strikes. This is an extremely dangerous situation for the 
country. An ex-Communist leader in one of the Dominions has stated, with 
complete accuracy, that once a union becomes Communist-controlled it 
ceases to be a union and becomes a branch of the Communist Party. In 
practice this means that some 220,000 members of the E.T.U, are governed 
by decisions made by a political party owing allegiance to a foreign power. 
The electricians are employed in positions vital to the security of this country. 
They work in atomic plants and they man the nation’s power stations. At a 
signal from the party headquarters in King Street they could bring our 
industries to a standstill. It is a very serious threat. 

In other unions Communist nominees hold important positions. They 
serve as top-ranking officials and they sit on national executive committees. 
They control many district committees, trades councils, shop stewar 
committees and union branches. In addition there are, as I have pointed out, 
thousands of Party members working in key factories and living in important 
industrial areas because they were ordered there by their Party leaders. All 
these men and women, from a top union official downwards, are subject to 
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the same discipline. They get their orders and they dare not disobey. Every 
full-time union official who is a Party nominee knows that he was put there 
by the machine and can just as easily be thrown out. He is under constant 
supervision by his political superiors and he does not move without prior 
consultation with them. Again it is necessary to emphasize that it frequently 
happens that the man ultimately in charge is not even a member of the union 
concerned. 

A typical example of this occurred on July 1, 1954, when all Party members 
working on the railways were summoned to a meeting in London. Mr. John 
Mahon, who presided over the gathering, has over thirty years experience as 
an industrial agitator—but he is not a member of any of the unions repre- 
senting railway workers. 

Another vital factor in the Communist set-up is a network of unofficial 
bodies operating in industry, but outside the trade-union movement proper. 
The largest and most powerful of these is the Engineering and Allied Trades 
Shop Stewards’ National Council. It operates among the nation’s three million 
engineering and shipbuilding workers. It is particularly active in the motor 
and aircraft industries. It is led by two trusted Party members, Mr. Dave 
Michaelson and Mr. Les Smith, neither of whom has much experience as a 
worker in the engineering industry. Many shop stewards’ committees are 
affiliated to this Council, which is, in consequence, able to exert consider- 
able influence at both national and local levels. 

Almost every major dispute in the engineering industry can be traced to 
the activities of the Council. The demand for a {£2-a-week wage increase 
made in 1950 emanated from a conference organized by the Council in 
March of that year. This claim was officially described as “excessive” by the 
trade-union leaders. Nevertheless, it came very close to causing havoc in 
industries responsible for nearly 50 per cent of our export trade. 

When, in November 1952, the claim was settled for a much smaller amount, 
the Council was immediately instructed by the Party to formulate a new 
demand. In February 1953 the 15 per cent claim was born at a gathering in 
London. It was no accident that Mr. Dion Etheridge, the chairman at this 
conference, was the same comrade who ran the Austin strike. 

While the Shop Stewards’ National Council is the largest unofficial body 
working in British industry, there are many others which are of almost equal 
importance. These range from action committees (the biggest of which is, 
significantly enough, centred on Sheffield) to similar, but smaller, organiza- 
tions which under various names have sprung into being throughout the 
country. Whatever their guise or their size these bodies have one thing in 
common—they are all under the control of the Communist Party. They form 
part of a comprehensive system covering the entire structure of our economic 
life. Because of their central direction the activities of all these movements are 
carefully co-ordinated. For instance, when an unofficial strike is organized 
by one of the bodies operating outside the trade-union movement, a Com- 
munist union official is instructed by the Party to keep an eye on its progress 
and to be ready at a critical time to give the dispute some appearance of 
official backing. Generally, the sound trade-union leaders are working to 
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obtain a resumption of work. The moment that the influence of such leaders 
begins to bear fruit and the strike shows signs of collapse, a Communist 
union official will step in. He appears at a strike meeting and solemnly ex- 
pounds union policy urging a return to work so that negotiations can pro- 
ceed. Then comes the inevitable question from the stooge who has been 
specially briefed for the purpose. The comrade chosen for this task begins by 
stating that he realizes that the speaker, as a union official, was compelled to 
advise a return to work. Will he now give them his advice, not as a union 
official, but as a leader of the working class? The answer comes pat. “As a 
union official I have given you union policy. As a worker I say that you are 
doing a grand job and you should stay out.” The sirike goes on, the waverers 
are silenced, and another Communist victory is recorded. 


The International Direction 


HE preceding pages have concentrated on the strategic deployment of 

Communist forces throughout industry and the simple, but effective, 
methods they use to achieve their ends. A word must be added about inter- 
national direction. This is in the hands of the World Federation of Trade 
Unions, which operates from Vienna and is responsible for ensuring that 
Kremlia orders are passed to, and understood by, the Communist Parties 
throughout the world. Another task of the W.F.T.U. is to synchronize 
industrial strife with political agitation. An example of this was the ordering 
of major strikes in Britain to coincide with Soviet-inspired troubles in Berlin. 
During the Korean conflict, too, every effort was made to disrupt the defence 
industries of this and other non-Communist countries. 

The way in which W.F.T.U. directions are interpreted by the British Com- 
munist Party can be seen from the following occurrences. In 1951 the World 
Federation, at the instance of its Metal and Engineering Section meeting in 
conference in Berlin, ordered the setting-up of “action committees” in the 
N.A.T.O. countries. Immediately, these committees were brought into exis- 
tence throughout Great Britain. In 1952 the Communists were instructed by 
the Federation to organize “redundancy” strikes and to force excessive wage 
demands throughout British industry. These orders were immediately carried 
into effect. 

Here is the story of a shop steward—Mr. Lawrie Nickolay, a well-known 
member of the Party. In February 1952 he visited the Continent to attend a 
W.F.T.U. conference. At this meeting the “redundancy” campaign was 
discussed. On his return to this country he at once organized—in conjunc- 
tion with the Communist-controlled Shop Stewards’ Council—a conference 
in Sheffield at which the application of the campaign to British industry was 
agreed. This same shop steward returned to his factory and organized the 
first redundancy strike. The company in question manufactures instruments 
which go into eight out of ten British cars, every British motor-cycle and a 
large number of our aircraft. Had the strike been fully successful, this man 
would have created artificial redundancy problems throughout large sections 
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of industry. The Communists were, of course, waiting to take full advantage 
of the opportunities thus created. 

The Communist plot against industry is backed by the resources of the 
most comprehensive propaganda machine the world has ever known. We in 
Britain are apt to regard the Communists as a handful of cranks who can 
safely be left to their soapboxes and their pamphlets. In fact, Communist 
propaganda constitutes a ceaseless barrage against the minds of the free 
peoples. It is conducted through press, radio, pulpit, pamphlet, platform and, 
most insidious of all, carefully planned whispering campaigns. Its danger is 
more acute because it is not open advocacy of the Communist creed. On the 
contrary, one hears very little about Marxism from the skilled Red agitator. 
He concentrates on day-to-day affairs affecting the mass of people and preys 
upon their natural desires and fears. That is why words such as “peace” and 
“democracy” figure so prominently in the Communist vocabulary. The 
Party’s main propaganda theme is based upon the simple, but outrageous, 
premise that the Soviet Union, together with the other ‘“‘People’s Demo- 
cracies”, is fighting a battle for peace against the warlike capitalist states. 
Thus, support for Russia is depicted as a step towards world peace. Attacks 
on Britain, the members of the Commonwealth and the U.S.A. are regarded 
in the same light. ‘The Communist “peace” campaign is, as has been said, very 
closely linked with the industrial agitation. In May 1951, for example, the 
World Federation of Trade Unions at the Berlin Conference already men- 
tioned gave orders that the defence industries of the North Atlantic Treaty 


countries should be sabotaged in order to “strike a blow at the criminal 
plans of the war-mongers”. 


Many rank-and-file members of the Communist Party did, and are still 
doing, their best to carry out those orders. They do not see themselves as 
traitors, but as defenders of world peace. They are, in effect, the victims of 
their own propaganda. They have repeated their slogans so oftén that they 
have become mental slaves with no desire other than to please their political 
masters, even if it means the destruction of their own country. 


A Cautionary List 


N the propaganda field, as in industry, the Communist Party has cast its 
net very wide. It controls something like fifty organizations which 

operate in Great Britain. The following is a list of such bodies which have 
been proscribed by the British Labour Party because of their Communist 
affiliations. 

British Soviet Society. 

British Soviet Friendship Houses Limited. 

Common Wealth. 

Communist Party of Great Britain. 

Labour Research Department. 

Marx House. 

Militant Labour League. 

Scottish U.S.S.R. Society. 

Women’s Parliament. 
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Student Labour Federation. 

International Youth Council in Britain. 

World Federation of Democratic Youth. 
Women’s International Democratic Federation. 
League for Democracy in Greece. 

British Peace Committee. 

Socialist Fellowship. 

Welsh Peace Council. 

International Women’s Day Committee. 
National Assembly of Women. 

British Youth Festival. 

People’s Congress for Peace. 

West Yorkshire Federation of Peace Organizations. 
World Federation of Trade Unions. 

The International Union of Students. 

The International Association of Democratic Lawyers. 
The International Organization of Journalists. 
The World Federation of Scientific Workers. 
British-Soviet Friendship Society. 
British-Polish Friendship Society. 
British-China Friendship Association. 
British-Czechoslovak Friendship League. 
British-Rumanian Friendship Association. 

The Committee for Friendship with Bulgaria. 
British-Hungarian Friendship Society. 

Medical Association for the Prevention of War. 
Artists for Peace. 

Musicians’ Organization for Peace. 

Authors’ World Peace Appeal. 

Teachers for Peace. 

Scientists for Peace. 


This list is by no means exhaustive and new organizations are constantly 
being formed by the Communists and their fellow-travellers. In the over- 
whelming majority of cases there is nothing in the titles of these bodies to 
identify them positively with the Communist Party. Their avowed aims, too, 
are in many cases quite unexceptionable. Nevertheless, they are an essential 
part of the Communist propaganda machine. They religiously conform to the 
principles laid down for such organizations by the late Clara Zetkin, who said : 


Such organizations must not be placarded in red with the words “Communist 
Organization”. On the contrary, they should bear the outward and visible signs 
of neutral organizations. . . . It is not merely desirable but essential that re- 
presentatives of all schools of thought should be admitted to their controlling 
bodies. What really matters is that the aims and programme of these organiza- 
tions should be dictated to them (without their realizing it) by the Communist 
Party.* 

* From The Red Network—The Communist International at Work (published in France in 
1939)- 
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To assess the scope of these organizations and their parent organizations 
one need only add that in Britain the Communists control some fifty regular 
publications, over twenty of which are imported from behind the Iron 
Curtain. 

Communism is, then, a formidable force. There is reason to believe that 
even now we do not know the full strength of this insidious movement. The 
Communist leaders are not foolish enough to believe that revolution will 
come within the next week or so. They are prepared to wait for the right 
moment. They are like a boxer who tests his opponent, gains experience of 
his weaknesses, and waits for the opportunity to deliver the final punch. 
Their strike activities are designed to pound and weaken the body of British 
industry. Their propaganda seeks to undermine the faith and morale of the 
free peoples. 

Can this menace be defeated? The answer is that it can and must be 
defeated. First it is necessary for all Britons to appreciate what they are up 
against. We must understand that there is a connexion between guerrilla 
warfare in Malaya and guerrilla strikes in Britain. That war in Korea and a 
strike in our docklands and vital manufacturing concerns both emanate 
from the same source. That a Communist is the agent of an alien creed bent 
upon the destruction of the British Commonwealth. 

In fighting this menace all of us, irrespective of political viewpoint, have 
a part to play. Employers and trade-union leaders, too, must recognize that 
they face a common enemy which is out to destroy them both. Above all, it 
is the duty of all democratic leaders to make sure that the British people 
everywhere are alert to the danger of Communism in all its guises. 

If the people do not see the danger, they will not face it; and if they do not 
face it, Communism will triumph, and Britain, as we know it, will perish. 





THE FOREIGN POLICY OF 
MR. NEHRU 


(from a correspondent) 

HAT does India think of the recent meetings between Mr. Chou En-lai 

and Mr. Nehru at New Delhi? A not wholly incorrect answer will be, 
“She doesn’t.” But Mr. Nehru and his fellow-leaders in the Congress Party 
have been thinking of nothing else. Addressing an employers’ assembly, for 
instance, this month, Dr. B. C. Roy, Chief Minister of West Bengal, was 
suggesting, apparently quite seriously, that the example of “mutual under- 
standing” set by the Prime Ministers of India and China should be emulated 
by employers in settling all labour-management disputes. Mr. Nehru, whose 
66-years-old larynx still maintains an average of three public meetings a day, 
has not missed one opportunity of telling himself, and his audiences of 
illiterate farmers and adolescent students, what a wonderful thing the agree- 
ment on Tibet is, and how the whole world could learn from it, if only the 
Western statesmen cared to learn. There is not much evidence that the 
common man’s interest in international affairs has increased much as a result 
of these efforts. In fact, there is evidence of popular impatience with Mr. 
Nehru’s excessive preoccupation with the affairs of countries far away, with 
the people of whom India has nothing to do (and that would not be untrue 
of the Chinese). Mr. Nehru himself could hardly be wholly unaware of this 
enormous ignorance-cum-indifference. So he has been writing to the presi- 
dents of his State Congress Committees every month and asking them to 
educate the people in the implications of his foreign policy. The letter he 
sent out in July is typical—not only of the sort of elementary lessons in 
foreign affairs he has been trying to impart to his party executives, but also 
of the style and the man. 

Mr. Nehru was once an accomplished writer of short inconsequential 
essays—he used to write pleasantly in his own paper, the National Herald, on 
such subjects as “The Rains Come to Bombay” or “The Snows of Almora”. 
Today he is too busy to write short essays. So he now writes at length, be it 
an official note or a demi-official letter, and however little he may have to say. 
Addressing his “comrades” he writes : 


You must have read the joint statement that Mr. Chou En-lai and I issued 
after our talks in Delhi. . . . I believe that these statements are important not only 
for the countries concerned but also in a much larger context. I believe also that 
they indicate a certain historic change in the relationship of forces in Asia... . 
The statements have only given expression to something that has been happening 
for some time, something that is giving Asia a place of her own in world affairs. 

So there is, first, the aspiration to influence the whole world (“the larger 
context”); then, to the leadership of Asia, or at least to a share therein. 
Neither is an unworthy or unjustified ambition, and it was in Nehru to 


achieve both, but if their fulfilment eludes him, as does not seem improbable, 
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he will have largely himself to blame. Since the intensification of the cold 
war his heart has been working overtime; unfortunately, he does not appear 
to have added to it the necessary “head-work”, whence it comes about that 
when he is not content with the assumed “general sympathy” of the people 
with his foreign policy and demands “intelligent appreciation”, his own 
contribution to it remains distressingly small. 


At present [Mr. Nehru says] there are two major forces in the world—the fear 
of the United States of America and a number of Western powers of Communism 
and the Communist countries which they think are expansionist and aiming at 
world domination, and the other the fear of the Communist countries of being 


encircled and crushed by the expansionist tendencies of other countries. They 
point to the large number of bases surrounding them from where ’gen bombs 


can be hurled at them. Whatever the truth may be in these fears... . 


This has been quoted at such length not because there is anything startlingly 
original or profound in it, but because the last eight words indicate the basis 
of Mr. Nehru’s foreign policy. That basis is not the buried foundation of 
India’s timeless tradition of peace and tolerance (on which history’s evidence 
is conflicting and inconclusive, as is probably the case with the past of most 
peoples), nor the teachings of Mahatma Gandhi (who never concealed his 
insufficient acquaintance with foreign affairs and rarely spoke on them), but 
the refusal or incapacity of one man, none other than Mr. Nehru, to face the 
facts of current world affairs. It would be forgivable in a yogi in the Himalayan 
caves (unless, perhaps, he is in Tibet) to say that he will not bother to find 
out what truth there is in the respective fears, which Mr. Nehru calls the two 
major forces in the world; but for “the foremost statesman of resurgent 
Asia”, who is also entrusted with the destiny of India’s millions, to dismiss 
the “two major forces in the world” with an offhand “whatever”, unaccom- 
panied by an indication of the leader’s preference, is not to enlighten the 
people who look up to him but only to share with them one’s own confusion. 
If Mr. Nehru’s leadership of Asia is somewhat lacking in substance, it is 
because his own stand is more than a little insubstantial. The either-or 
attitude of mind often leads to hasty action; the whether-or-no line of 
Nehru’s is fast getting him near nowhere. He is doing all the running he can. 
His uncritical admirers think he is progressing. He himself probably thinks 
he is keeping to the same place (he speaks of “some recognition of facts as 
they are without trying to change them basically’’). But it is too early to say 
that he is not in fact sliding back by his refusal to choose. 

The choice is, in essence, between a dead or dying past and a menacing 
future, and hence by no means easy. After the platitudinous preamble on 
age-old traditions of peace and all that, Mr. Nehru’s first remarks in his letter 
on foreign affairs are on colonialism, Western colonialism that is, for he will 
not recognize that there may be other brands of imperialism under other 
colours. So he tells his compatriots, 


We are entirely opposed to colonialism. In our own way, we are continuously 
working to put an end to it. But we realize that this process will not be helped 
by adventurist tactics. 
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(It does not even occur to Mr. Nehru that recent happenings in the French 
and Portuguese possessions in India can in truth be described only as 
“adventurist”, and that without holding any sort of a brief for the French 
and Portuguese Governments’ foolish intransigence.) This obsession with 
colonialism so obscures his view of international realities that he has not 
begun to think it possible that there may be other things to take into account 
in shaping an independent country’s foreign policy. In the result, when he is 
thinking of Indo-China his attention is directed exclusively to the fading 
fact of French rule, and not at all to the danger of Communism on the march; 
and when he finds that the British are doing in Malaya exactly what his 
Government did in Telengana (Hyderabad), his analysis again is nationalism 
versus imperialism and not Communism versus gradual progress toward 
democratic self-government. Having stated these facts, it will be dishonest 
to shirk their logical conclusion, which is that his whole outlook on world 
affairs is the reverse of what his countrymen think it to be: it is astonishingly 


narrow, static, and inflexible, for it reduces every conflict to the outworn 
formula of his pre-1947 agitating days, 


Mr. Nehru’s Doctrine of Race 


Sige although this statement will astonish his countrymen even 


more, Mr. Nehru is demonstrably reviving a form of racialism in inter- 
national affairs. When he talks of Asia as again having a say in Asian affairs 
(which he does all the time), he is not basing his claim or wish on any ideology 


but only on the accident of birth. This is indeed in full conformity with 
traditional Hindu thinking, for the religion itself is based on birth and blood- 
ties and does not believe in making proselytes. When America comes to India 
for support she comes in the name of freedom and democracy, but must be 
treated primarily as a non-Asian; when China approaches India, again it is 
in the name of an ideology but again she is to be treated as an Asian, a non- 
White. Mr. Nehru’s thinking is centred on the fact that it is as an Asian that 
he should be heard. Perhaps there is nothing intrinsically objectionable in 
this attitude, but it must be pointed out that the belief, extremely popular in 
India, that Mr. Nehru’s views always transcend caste, country, and geography 
is grossly exaggerated. There is no denying that the West has in the past 
spoken rudely to the rest of the world and treated the world as its oyster 
(although Professor Toynbee made too much of it in his Reith Lectures); 
but Mr. Nehru was among the loudest critics of the West’s bad manners in 
this respect, and it ill becomes him now to emulate them. Mr. Nehru is 
entitled to respect because he is the Prime Minister of an important country 
and because he is a democrat—not because he is an Asian, 

If, then, Mr. Nehru is not the internationalist hedgehog he seems, how 
good an Asian fox is he? (The classification is Mr. Isaiah Berlin’s.) The state- 
ment he issued on the conclusion of the Geneva conference suggests an 
answer. He sent congratulatory telegrams to them all—Eden, Molotov, 
Chou En-lai and Mendés-France—but he also addressed himself in similar 
terms to the Prime Ministers of Burma, Ceylon, Indonesia and Pakistan, the 
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countries represented at the Colombo conference of which he was the leading 
light. “The meeting of South-East Asian Prime Ministers at Colombo”, he 
says, “undoubtedly exerted a powerful influence on the deliberations at 
Geneva.” It did, but the way the Indian press has been dealing with the sub- 
ject goes much farther. The Indians are being told that the Geneva conference 
was almost a personal triumph for Mr. Nehru, that the success of the con- 
ference is somehow a victory for India. ““We lost because we told ourselves 
we lost,” said Prince Andrey in War and Peace. India has won in the sense 
that she has been telling herself she has won. There were signs, after the 
salutary lesson at Shantinagar (Korea) and especially after America’s decision 
to go ahead with arms aid to Pakistan in spite of India’s protests, that the 
leaders and the people were beginning to take a more realistic view of India’s 
importance on the international stage. The sort of self-deception to which 
India is reverting is destined to a shock again, and we may again have to hear 
India sulk that she is being ignored by the wicked imperialist West. Indeed, 
it is already there; Mr. Nehru says in his statement on Geneva, “. . . although 
Asia was not properly represented at the Geneva conference”, meaning that 
Mr. Nehru was not there. 

If a discussion of India’s foreign policy has to be conducted exclusively in 
terms of speeches and statements, and not in those of specific acts, it is 
because India’s rdle is largely vocal, and her contribution almost wholly 
verbal. The agreement on Tibet, which is being held up as an example for 
the whole world to follow, consisted largely of expressions of pious senti- 
ments, and the rest was only an acquiescence in what China had already 
accomplished by force of arms. Mr. Nehru is conscious of the widespread 
criticism that he relies too much on other people’s promises; so he says, “It 
is said: How can we put faith in such declarations? In international affairs 
one can never be dead certain and the friends of today might be the enemies 
of tomorrow.” What does one do in these circumstances? Mr. Nehru’s 
answer is, “Surely it is better, with nations as with individuals, to hope for 
the best but at the same time be prepared for any eventuality.” Mr. Nehru’s 
policy is summed up admirably in his own words, hope for the best. That is 
what Mr. Nehru has been doing so far as the Communist powers are con- 
cerned. His love of peace is sincere beyond doubt, and he knows that he can 
count upon the United States and the United Kingdom to do no harm to 
India. With Pakistan, which India still does not usually treat as a foreign 
country, Mr. Nehru is tough; he is strong enough for that. With China and 
Russia, he is polite and correct, but aloof, for this is the only line he can take 
with them; he is not strong enough for anything more, and knows that 
borrowed strength has serious weaknesses. With Britain and America he 
need not be either polite or correct. He can even indulge in such hypocrisies 
as, “One of the reasons why we have not said that we shall not accept aid 
from outside is that our saying so would itself be a gesture of lack of friend- 
ship, if not of hostility.” It is not surprising that this sort of thing annoys 
Americans intensely, but it would be a pity if this led to any hasty and 
impetuous action on the part of America. For, however paradoxical it may 
seem, Mr. Nehru’s neutralism can be shown to be of advantage to all parties 
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involved in the cold war, at least for the time being. If the Geneva conference 
on Indo-China has concluded without any serious loss of anybody’s face 
(except Mr. Dulles’s, for which he has himself to blame), it is not a little 
because Mr. Nehru suggested the conference when he did. Such services to 
the cause of staving off a war, if not of peace, are not to be scoffed at. If it 
came to a showdown, India’s decision would be determined not by vague 
wishes but by cruel facts, and a pointer to future possibilities came recently 
from Mrs. Vijayalaxmi Pandit, who said in London, “I am proud of being a 
member of the Commonwealth.” What India says in the interim does no 
harm to the free world. Nothing is changed by Mr. Nehru’s exaggerated 
self-satisfaction expressed in such terms as: “If I may say so, its [his foreign 
policy’s] very success has justified itself.” 


**The Caravan of India Marches On...’’ 


OWEVER exaggerated Mr, Nehru’s reading of his international success 
may be it has recently helped him shake off his earlier indifference in 
regard to his Government’s domestic performance. He has indeed had quite 
a few things to show. India’s statistics on her food production are notoriously 
untrustworthy, but an increase from 42-4 million tons of cereals to 47°6 mil- 
lion tons is impressive; and, helped by two successive good crop years and 
the recent trend of world prices of foodgrains, the Government has removed 
all food control. Cheaper and better rice and wheat are already on the market, 
and farmers have already begun to talk of “‘price support”. Secondly, the 
Bhakra Canal in the Punjab was recently opened and will irrigate vast areas. 
Thirdly, a new railway line was opened in Uttar Pradesh, which will connect 
a government-sponsored cement factory with its potential market. Each of 
these opportunities was seized by Mr. Nehru to tell his countrymen what 
great strides his Government is making in solving the country’s problems. 
The record is, in fact, better than the Opposition gives him credit for, but 
the significant point is that Mr. Nehru now feels able to hit back at what he 
calls the Opposition’s “carping criticism”. In several speeches he has been 
advertising his satisfaction with the country’s economic progress, and told 
the other Parties what he thinks of them. He has told the Communists, for 
instance, that India’s progress has been not a whit less than China’s, or the 
Soviet Union’s. The first five-year plan has not been a failure, and a second 
five-year plan is on the way. Some of the multi-purpose projects are already 
beginning to produce results, and if the caravan of India is not exactly on the 
march, which was Mr. Nehru’s claim, it is certainly not standing at ease. 
But the scene within could hardly have been totally free from the high- 
level indecision that has been noted in external affairs. On rationalization, 
without which most of India’s export industries will soon be confronted 
with inescapable crises, the Government’s attitude remains painfully ambigu- 
ous. The frequency of jibes at the existing systems of education has been 
maintained, but no alternative has as yet been devised. The land-gift mission 
of Vinoba Bhave (one of Gandhi’s closest disciples) is glorified by the Con- 
gress, but the Government still depends on legislation for land reform, and 
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several amendments to the Constitution are being discussed by the Congress 
Party at Ajmer as this dispatch is being posted. Mr. Nehru is in fact con- 
fronted with all the problems attendant on rapid change in a democracy, and 
progress is not being hastened by his policy which was recently described as 
an extension of his international neutralism. His attitude to several questions 
lends considerable justification to this criticism, and some of them are such 
as interest the Indian intelligentsia. On the future of the English language, 
for instance, Mr. Nehru has yet to speak unequivocally. He also appears to 
have abandoned his earlier opposition to those revivalist elements in the 
country which not only agitate for Hindi but also continue to fight against 
such urgent social reforms as the modernization of the Hindu law of marriage. 
These archaistic gentlemen can almost be said to have received some implied 
encouragement from Mr. Nehru’s inaction, for they are also asking for the 
revival of panchayata, a corrupt and time-dishonoured system of rural ad- 
ministration. The recent clash in Orissa between the police and a gang of 
armed Hindu monks is a reminder of the existence of revivalism just beneath 
the surface of secular life in India. Several Indians have in recent months 
expressed concern at these tendencies, and the intellectuals are visibly dis- 
appointed that Mr. Nehru, who could have led India according to modern 
and progressive concepts of political, social and economic change, seems to 
have almost capitulated to Hindu no-changers. So bitter is the intellectuals’ 
frustration that, when discussing Mr. Isaiah Berlin’s provocative book The 
Hedgehog and the Fox in political terms and in relation to Mr. Nehru, a certain 
Bengali, far from sharing and glowing in the pride of Mr. Nehru’s increased 
international stature, told the present writer, 


Nehru is neither a hedgehog nor a fox. If you must have a parallel, Tolstoy 
has found it for you, and in the animal kingdom too. He is a ram whom the 
shepherd is fattening for slaughter. Because the ram is used as a bell-wether for 
the rest of the flock, he imagines he is the leader of the flock, and that the other 
sheep go solely in obedience to his will. He thinks this, and the flock in India 
thinks it too. But the purpose of his selection is not the rdle he believes himself 
to play, but slaughter—a purpose conceived by beings whose aims neither he 
nor the other sheep can fathom. 


This is an extreme (neither, as yet, very representative nor wholly fair) 
view of Nehru and India, but it is as well to record it. The reader is welcome 
to speculate who the Bengali thinks is going to be the slaughterer. 


India, 
August 1954. 





WASHINGTON AND GENEVA 


DANGERS OF A NEW ISOLATIONISM 


HE Geneva settlement has exposed starkly the deeply divergent view- 

points of the United States and its principal allies and friends. In mid- 
summer 1954 the United States could drift into new isolationism or into a 
revised alliance. It is impossible to say positively which it will be. The 
emotional factors which support a new isolationism are very great. They are 
overwhelr: ing in the Congress. Their pressure on President Eisenhower and 
Secretary Dulles is very powerful. 
And yet voices are being raised pointing out the need for reconstructing 
the alliance, the need for understanding why Britain and France, and the 
Colombo powers, believe that political preparations are more important than 
or at least should precede military ones in Asia. If Britain and associate 
nations are going forward with political arrangements of significance in 
Asia, the United States can scarcely stand aloof. 

So it may be that a revision of American policy will take place, in the coun- 
sels of the Administration first, and then in popular thinking. The dangers to 
the United States of finding itself isolated should sooner or later become 
manifest. Already some have pointed out that the United States, separated 
from its allies, would sink to the rank of a second-rate power in comparison 
with the combined potential of the Soviet Union and Communist China. 
Isolationism should really be inconceivable for the United States in this day 
and age. Emotionally, of course, it is far from inconceivable. 

Perhaps the alternative is really between a strong, tight, sympathetically 
knit, intuitively moving alliance, and an alliance bedevilled by disputes and 
misunderstandings, with the United States no longer a dynamic leader. The 
latter kind of alliance is obviously not good enough in face of the present 
danger. It could too easily fail to function in an hour of danger. And yet the 
task of bringing American thinking and action into line with the convictions 
of its chief allies is certainly great. Conceivably, too, in American fears of an 
Asian Munich—of deceptions and illusions about the willingness of either 
Peking or Moscow to reach firm and valuable agreements—there may be a 
great measure of realism and truth. 

Here is how the Indo-China settlement, and the prospective revisions of 
the European Defense Community, strike most Americans. They feel the 
Communist world conspiracy has made a massive gain. Instead of being 
rolled back, as Eisenhower Administration spokesmen promised the Com- 
munist frontier would be, they believe it has rolled 400 miles down the 
Indo-Chinese coast and has engulfed some 12,000,000 people. They think 
this may be only the beginning : that the terms of the Geneva truce may well 
lead to further great Communist conquests. They think Ho Chih Minh’s 
forces may dominate all of Indo-China in a year or two. And they expect the 
pressures on Burma and Thailand to multiply swiftly and inexorably. In 
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short, they think Geneva, however inevitable it may have been, was also a 
booby-trap. 

Turning to Europe, they do not believe M. Mendés-France can secure 
ratification of E.D.C., but rather that revisionist forces in France, in 
Italy, in Britain will be so greatly encouraged by the Geneva settlement 
that they will demand further negotiations with the Russians about Europe. 
And they see other booby-traps along this road, with the steady deteriora- 
tion ofa strong military position in Europe which required effective German 
participation. 

Following the early use of the economic arm—the Marshall plan—in 
world recovery, and with the Point Four program greatly attenuated, Ameri- 
cans have latterly put their greatest emphasis on military solutions. They have 
not believed the Communists would respect any other language than force, 
nor would reach any satisfactory agreements except when they face a position 
of force. So the United States has hoped that the position of force in Europe 
would continue to grow stronger, and that an adequate defense line might 
sooner or later be developed in Asia. Americans have been convinced that 
diplomatic flirtations with Communist China were so much seduction. They 
have felt that as long as Red China remained an unpurged aggressor it should 
not be welcomed into the fraternity of peace-loving nations. They have felt 
that so long as Peking behaved in an outrageously brutal manner inter- 
nationally (as witness the shooting down of the British air liner in late July, 
or the frequent seizures of western nationals) there would be no justification 
for according diplomatic recognition. 

It must be remembered that the United States could not bring itself to 
recognize the Moscow government for sixteen years after its establishment, 
and then at the height of President Roosevelt’s prestige in 1933. American 
thinking simply does not interpret diplomatic recognition as merely doing 
diplomatic business. It clings to the conviction that such recognition also 
posits the belief that a government will adhere to its international obligations 
and behave as a normal member of the family of nations. 

Overlaid on these many conceptions are two other factors in domestic 
politics. The Democrats cannot resist throwing into the Administration’s 
face its many and rash boasts about rolling Communism back. They properly 
resent the bitter and unfair attacks the Republicans levelled at Truman- 
Acheson foreign policy. They will make the most of the large vulnerabilities 
now appearing in Eisenhower-Dulles policy. For it is an election year. 

And finally, there is the commitment several key Republicans have long 
had to an Asia-first policy. They believe the United States could have sup- 
ported Chiang Kai-shek more effectively, and they bitterly attacked the con- 
duct of limited war in Korea. Such men as Senator Knowland, the majority 
leader, and Senator Bridges, the senior Republican in the Senate, have long 
been active and fervent supporters of nationalist China. All this makes them 
bitterly and intransigently opposed to diplomatic manceuvers in Asia which 
would seek to make peace with Peking. 

Even further, one should add that Americans have little experience or 
intuitive sense about diplomatic arts; they have a lively memory of the 
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failure of appeasement in the ’thirties; they prefer quick and clear solutions; 
the Korean war was a great frustration for them; some of them have an 
inherited anti-British bias. And perhaps more important than all, they know 
that the United States homeland can no longer be free from hostile attack, 
they feel profoundly insecure, their leaders give them varying advice on the 


problem of global war. Cynicism and disillusionment feed on uncertainty 
and fear. 


A Too-Sophisticated Argument 


_ the face of this congeries of doubts and prejudices, the case being put 
to Americans on behalf of British and French attitudes toward Asia—or 
toward Europe—is difficult and sophisticated. It is not even being articulated 
very well. Sir Winston Churchill, with all his eloquence and sagacity, did not 
really explain to Americans why Britain has so much confidence in the value 
of negotiation with the Communists. He made a rich personal impression. 
But the logic of his position did not strike home, and it was immediately 
opposed by individual voices. 

And the arguments in defense of the Geneva settlement are subtle and 
inconclusive. It is pointed out, for instance, that at Geneva for the first time 
the Communists ceded territory they had long occupied—all the areas from 
which they pledged themselves to withdraw. It is being urged that the Com- 
munists gave up fewer people but more ground at Geneva than the French 
did. And this is the first time they have done so since World War II. To this 
point it is immediately urged that the Communists may well have receded 
the better to spring again. 

When Washington views events in Southeast Asia as simply part of a 
worldwide conspiracy, London may say “yes, but they are also the local 
success of native nationalism, not necessarily initiated by Moscow and per- 
haps not even desired by Moscow”’. And it is affirmed that Communist China 
took the diplomatic lead over Russia at Geneva, being the most conciliatory 
of the Communist countries involved. Whethe: these facts are significant is 
profoundly doubted in Washington. 

But London’s preferences in terms of presently proposed action are a lot 
more persuasive in Washington than is this rationale. Perhaps the United 
States is not ready to accept the idea of a Southeast Asian Locarno. Certainly 
Washington is far from being willing to recognize and join with Communist 
China in a guarantee of frontiers. But the United States would probably not 
resist—and might shortly come to support with warmth—an Asian com- 
munity based on the Colombo powers and giving Vietnam, Laos, and 
Cambodia an important regional setting in which to find themselves as they 
leave the French Union. 

Official American policy is certainly ready to grasp two kinds of reality in 
Asia. The one Secretary Dulles would have preferred to start with was, of 
course, a defense agreement. But the other is the political importance of 
India and the neutralists. The leadership of India can no longer be discounted. 
Therefore it would not be surprising if in coming weeks Washington policy 
swung around to accept the idea of an Asian community first, a military 
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agrecment second, and American economic aid and cultural friendship as an 
important ingredient in the ultimate solution. 

At very least, the United States would go along with this sort of program. 
It will not go to the point—in the visible future—of recognizing and seeking 
to cultivate Communist China. But it will not seek to block its allies who are 
exploring this road. 

Remains, of course, the very great danger of incidents between American 
and Red Chinese forces which might lead to war. The shooting-down of the 
British Far East airliner on July 23, and its varied consequences, were 
strikingly pertinent. Americans at once said: “There, you see, a lot of good 
it did the British to have diplomatic relations with Peking and to go the 
second mile in pacification at Geneva. The first thing that happens is a brutal 
Communist attack on one of their airplanes.” The swift apology from 
Peking did little to allay this sentimental upsurge. The intense American air 
and sea activity in Southeast Asian areas, including exchange of fire between 
American and Chinese planes, showed two things: that the situation is 
volatile and dangerous, and that—in American eyes—the United States has 
taken over British responsibilities in policing the commercial lanes of Asia. 
There was widespread American support for the vigor of our action. And 
the problem of diplomatic solutions in Asia became more difficult. 

However, we are fortunately living in a time when incidents do not seem 
to provoke wars. The air frontiers around the Communist perimeter are 
certainly hot places—now a Communist plane is shot down, now a western 
plane. It is part of the midcentury rules of the game. And although the game 
sends cold chills down the backs of most informed people, it appears not to 
include the hazard of global war. It is exceedingly unlikely that the United 
States would go to war over an incident. We have had several such incidents 
in recent years and we have not considered going to war over any of them. 
And it is equally apparent that the Communists would not go to war merely 
over an incident, but rather at that moment when their calculations indicate 
war is the best way to promote their cause. 

And yet what emotional overtones are stirred by the events off Hong- 
Kong, where a British plane was shot down wantonly, where the United 
States reacted vigorously, and where British policy and opinion seem to say 
to the United States: “Take it easy!” Mr. Kipling would not have under- 
stood. But for the United States not to realize that Mr. Kipling’s sun has set 
—for us as well as for Britain—is the greater present irony. 


The President and the Atom 


N the arena of domestic politics, the American scene is as confused as ever. 

President Eisenhower remains popular, he will probably have attained a 
substantial part of his ambitious legislative program—though with important 
setbacks—when the Congress adjourns. This is remarkable because the 
President’s program in some respects is more liberal than the Republican 
party’s right wing. And most of the legislative leaders came, under the rules 
of seniority, from the right wing. (You may ask why conservatives have more 





WASHINGTON AND GENEVA 373 


seniority tian mid-roaders. The answer is that seniority goes to the legis- 
lators from very one-sided districts—to people who have little trouble getting 
re-elected regularly. In the Republican Party, this includes mostly conserva- 
tives. A mid-road Republican is more likely to be defeated by a similarly 
minded Democrat.) 

On one crucial measure, amendment of the Atomic Energy Act, the 
President’s proposals were more conservative in domestic policies than a 
vocal, powerful segment of Congress. The issue turns on the terms by which 
atomic power is to be developed by private enterprise. Obviously the United 
States would wish for the non-military aspects of atomic power to be largely 
in private hands. We have no desire to socialize so large and potent a sector 
of the economy. How the change-over is to be safeguarded so as not to give 
industry a vast and unequal windfall, how monopolistic exploitation through 
ptivate hands is to be prevented, a°- merely two of the thorny problems 
involved. 

Not long before the President sent his proposals for amending the Atomic 
Energy Law to Congress, he had intervened in the Tennessee Valley Authority 
in highly controversial manner. He had oidered the Atomic Energy Com- 
mission to negotiate a contract with a private utility, to provide electrical 
power replacing T.V.A. power in T.V.A. territory. This order was a red flag 
to all the supporters of public power. They felt it was a big step along a road 
already indicated by the Administration—a major attack on public power. 
They remember that President Eisenhower had called T.V.A. “creeping 
socialism”. And to them, as to much of the rest of the world, T.V.A. is the 
symbol for public planning of regional development in competition with the 
overweening position often held by the private power trust. 

There is deep economic and sociological significance, there is political 
demagoguery and dynamite, in the power issue. And it is the heart of the 
atomic energy issue. The President’s proposals would provide for private 
development of atomic energy plants and authorize compulsory licensing of 
atomic patents for a period of five years, after which governmental con- 
trol over the patents would lapse. Opponents object that the measure 
would enable a handfui of companies, which acquired atomic experience ful- 
filling wartime and defense contracts, to obtain a stranglehold on atomic 
power development. They fear a patent monopoly. They attack the bill 
for not providing the kind of safeguards in the public interest which are an 
integral part of the regulations governing operations of the Federal Power 
Commission. 

And a very effective filibuster broke out in the Senate. Toward the end of 
a session—when there is a deadline toward which the legislators are working 
—there is a premium on filibustering. The present issue was so hotly con- 
troverted that the Administration had little chance—without concessions of 
major substance—to get enough Democratic votes to make up the two-thirds 
majority needed to force closure of debate. As this article is written, the issue 
is in doubt. But it seems clear that if there is to be any amendment of the 
Atomic Energy Act—and amendments to share atomic information with our 
allies are very badly needed—the Administration will have to yield much of 
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its position on public versus private power. There ought to be ways out of 
the dilemma, but drafting at white-heat, usually at midnight, in the closing 
rush of a legislative session can lead to bad mistakes. 

Apart from this unexpected problem, the President’s legislative program 
was rolling pretty satisfactorily forward. He had carried through, with minor 
concessions, the greatest tax reform measure in half a century. The changes, 
of exhaustive number, consisted in a drastic overhauling of the total tax 
structure. They did not introduce novel methods of taxation, major tax relief, 
or other new policies. There were some important changes, but the real sig- 
nificance of the law was its total tidying-up of old and complicated statutes. 

The Administration’s farm program went through the House and is still 
pending in the Senate. It would have greatly moderated the commitment to 
rigid price subsidies, and was a genuine step toward a free agricultural 
market. But it was bitterly opposed by many farm groups, who feared serious 
price drops. In social security, in housing, and in other important areas the 
Administration program, watered down, has been enacted. On the whole, 
therefore, the President could claim a reasonably strong platform of domestic 
legislation on which his party could go to the country in November. But it 
was substantially less than the program he had designed. 


Convalescence from McCarthyism ? 


OW did the battle between Senator McCarthy and the Administration 
come out ? It is not easy to say. Both sides suffered severe losses. Perhaps 


it is nearest accurate to say that Senator McCarthy scored numerous tactical 
successes, but may well have lost the war or gained only a Pyrrhic victory. 
It is still early to assess the final results. 

For one thing, we do not know whether the Senate will vote on Senator 
Flanders’ resolution of censure against Senator McCarthy. The odds are 
against the resolution’s coming to a vote, or getting a majority if it does. 
Too many Senators, including those running for reelection this year, are 
afraid that a position either strongly for or against McCarthy will lose them 
votes. While logically they can hardly be right both ways, plenty of them 
think so. 

The forced resignation of Roy Cohn, Senator McCarthy’s counsel, was a 
major setback for the Wisconsin Senator, but if it is followed—as it appears 
likely to be—by the forced resignation of Army Counsel John G, Adams, 
the honors—or dishonors—are even. And yet any rebuff for the Senator is 
an unusual experience for him and a warning. He has usually been on the 
offensive during his sensational attacks on subversion in government or any 
other target that came handy. It is not familiar for him to meet with Senatorial 
resistance. And now he has to face attack from several sources. His ammuni- 
tion may also be running out. The Administration is putting on a pretty 
vigorous anti-subversion campaign of its own. The tide may have turned. 

But during the hearings themselves, Senator McCarthy came more and 
more to play the dominant role. The Army’s case did not stand up so well as 
it should have done, and both Secretary Stevens and Mr. Adams were 
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revealed to have engaged in appeasement on a major and graceless scale. 
Messrs. McCarthy and Cohn were shown to be resourceful, aggressive, clever, 
relentless fighters. The country was divided chiefly into two parts. 
The McCarthy worshipers were exalted by their hero’s exploits. There 
were plenty of them. They were not a majority, but they were a tight and 
significant minority, not the sort of group to be ignored by a politician facing 
a close election. Conversely, a number of people who had been neutral or 
even somewhat sympathetic to Senator McCarthy before, decided after seeing 
him on television that his arrogance and reckless irresponsibility were in- 
defensible. Probably these people constitute a decisive group if ever the 
McCarthy issue comes to a vote. But not to a Senate vote. There political 
caution and unwillingness to discipline a fellow Senator prevail. 

However, it may well be that the United States is well along in its con- 
valescence from McCarthyism. We have not cut off the offending member. 
We have not cauterized the wound. But we may have localized the disease, 
we may be alert to it, we may be determined that it shall not spread but 
rather shall slowly pass into innocuousness. That would seem to be the 
prevailing national mood. It is most unlikely that Senator McCarthy will 


ever ride so high as he did during 1953. But this is only an estimate: the 
event must be proved. 


United States of America, 
August 1954. 





CANADA’S ECONOMIC HORIZONS 


AN EXPANDING PROSPECT 


HE year 1954 is a very appropriate time for fundamental stock-taking by 

any serious student of the Canadian economy. After almost nine years of 
really remarkable growth and expansion, the first small signs of some hesita- 
tion have become evident in recent months and a few dark clouds have shown 
themselves on the horizon. The major question for Canadians is whether the 
remarkable economic development in which they have participated in the 
post-war period has laid solid foundations for continued progress in future, 
or whether, on the other hand, it has made their economic well-being even 
more vulnerable to external forces. 

Between 1938 and 1953 the physical volume of Canada’s national produc- 
tion increased 2-3 times. Despite the war-time expansion itself, most of this 
growth must be credited to a wave of capital expansion which began in 1946. 
The pace of growth has been such that Canadians have been able to absorb 
a population growth of 2-6 million people (an average increase of 2} per cent 
per annum), to support a defence effort since the end of 1950 of approxi- 
mately $2,000 million per annum, and at the same time to invest an average of 
more than 20 per cent of their gross national product in new fixed capital 
each year. 

The results have been obtained in part by good management but to a much 
larger degree by a happy combination of circumstances. At the end of the 
war insistent demands for capital goods and durable consumer goods plus 
ample liquid assets in the hands of both industry and consumers permitted 
the transition from war to peace to be made with no apparent difficulty. 
Canada’s participation in foreign aid by way of loans and gifts was an added 
stimulus which for a time strained the nation’s resources and provided fuel 
for inflation. 

The basic element of strength, however, has been the fact that the world 
needed the major products which Canada had available and, despite currency 
difficulties in most important markets outside of the United States, this need 
has been largely translated into effective demand. The favourable outlook in 
world markets for minerals, forest products, newsprint, and wheat stimulated 
expansion in production‘and a resource development programme of great 
magnitude. The discovery of huge new resources of petroleum and natural 
gas, together with the stimulus given to the search for uranium by the 
diplomacy of the atomic era, added great impetus. The free world defence 
programme required by the Korean aggression accelerated a process already 
far advanced. In 1954 as a result of these and other factors the Canadian 
economy is today broader, more varied, more highly integrated, and richer 
than at any time in the past. 

But are the foundations secure? Will the growth and expansion continue 
in the pattern which resource development to date and the pace of new 
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discovery would suggest? In 1954 the answer to these questions cannot be 
simply determined. 

During the past two years when the rate of capital investment has approxi- 
mated 23 per cent of gross national production a number of major projects 
have been at their height. Now the first phase of Kitimat, the huge aluminum 
and power project north of Vancouver, has been completed. The tremendous 
initial investment in the Quebec-Labrador iron-ore deposits has also been 
finished and the first iron-ore shipments are being made. The two large oil 
pipe-lines, Trans-Mountain from Edmonton to the West Coast, and Inter- 
provincial from Edmonton to Sarnia, Ontario, have been completed and are 
awaiting the development of markets to achieve full capacity use. The rail- 
road to the new Lynn Lake copper-nickel deposits has been completed and 
mining and concentrating operations have been begun. These are only some 
of the major projects now in various stages of completion which have 
accounted for large segments of the capital expenditures from which the 
Canadian economy in recent years has received so much of its stimulus to 
expansion. Will there continue to be a flow of such major projects to main- 
tain the level of economic activity reached to date? 

In recent months, too, as the economic recovery of the United Kingdom 
and Europe has been largely completed and employment and production in 
the United States have levelled off, there have been major changes in the 
external demand for Canadian goods and in the impact of foreign competition 
on Canadian domestic markets. The Canadian textile industry has felt serious 
effects of competition from the United States and the United Kingdom. The 
steel industry has cut back production because of both reduced domestic 
demand and inflows of competitive supplies from the United Kingdom and 
West Germany. In external markets the prospects for wheat and other 
agricultural products are not what they were and lower prices for lead and 
zinc have resulted in the closing down of many marginal mines. Do such 
developments suggest that Canada’s resource development projects have not 
been soundly based on reasonably stable external demands, that the diver- 
sification and expansion of manufacturing capacity has not been kept in 
sufficient balance with the growth of the domestic market ? 

Perhaps the most important question mark of all in the Canadian picture 
is the United States. The Paley Commission Report of 1950 appeared in the 
eyes of both American investors and Canadians of all kinds to provide the 
final assurance of the economic stability of Canada’s resource development 
programmes. However, experience with two years of Republican admini- 
stration under a President from whom Canadians had expected better things 
has had its disquieting aspects. One of the first disappointments was 
President Eisenhower’s acquiescence in a simple one-year extension of the 
Reciprocal Trade Agreement Act in 1953, together with the failure to achieve 
any real improvement in customs administration. The Randall Commission 
Report, upon which so many hopes had been based in advance, was dis- 
appointing in its recommendations but not so disappointing as the Admini- 
stration’s failure to press for at least full implementation. In the interval, the 
1953 restrictions on dairy product imports, the restrictions on exports of oats 
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which the Canadian Government reluctantly imposed as an alternative to 
U.S. import quotas, and the constantly increasing number of references to 
the Tariff Commission for further protection under the “hardship” clauses, 
all have combined to raise serious questions as to the extent to which a 
United States Congress can be relied upon to pay even lip service to the 
doctrines of multilateral trade or of the mutual interdependence of the national 
sectors of the North American economy. 


Development of New Reserves 


O attempt an answer to such questions requires review of the extent and 

nature of economic expansion in Canada since 1945. Although there has 
been during this period a substantial measure of industrialization geared to 
the expanding domestic market and to long-term defence production needs, 
the growth and diversification achieved have been pre-eminently the product 
of resource development. The major impetus has come from discoveries of 
petroleum and natural gas, increased production of nickel, lead, zinc, copper, 
iron, and uranium from existing ore bodies and the development of new 
discoveries, the creation of new large-scale aluminum smelting capacity, in- 
creased exploitation of forest and water-power resources, and the construc- 
tion of new railroads, pipe-lines, and other transportation facilities. 

In 1953 Canada’s production of crude oil had a value at the well head of 
$198 million and accounted for some 44 per cent of domestic requirements. 
Had markets and transportation facilities been fully available the then known 
reserves would have permitted further substantial production, perhaps nearly 
double the actual total of 223,000 barrels per day. In 1946 Canada was depen- 
dent on imports of crude petroleum and refined products to the extent of 
90 per cent of its needs. Hight years later petroleum consumption has in- 
creased by 160 per cent while proved reserves of crude oil are approaching 
fifty times their 1946 amount. 

The discovery of huge reserves of oil and natural gas represents a develop- 
ment of inestimable benefit for both the short-term and the long-term well- 
being of the Canadian economy. As the third largest consumer of petroleum 
products in the world, exceeded only by the United States and Russia, 
Canada’s present per caput consumption stands at approximately 480 gallons 
annually and is rising year by year. For a modern industrial economy in 
which transportation plays a very large part petroleum energy is a requisite. 
Canada’s sudden transition to what should shortly be at least self-sufficiency 
in crude oil production represents a major new element of economic and 
strategic strength. 

Petroleum has provided one of the important stimuli to the post-war 
expansion of the Canadian economy. It has absorbed and stimulated huge 
capital expenditures in a rising pattern totalling more than 2,000 million 
dollars from 1946 to the present. These expenditures have to date produced 
discoveries of nearly 3,000 million barrels of proved reserves of crude oil, 
have created two of the world’s largest crude-oil pipe-lines, and have en- 
larged, modernized, and extended the refining system in line with substantial 
increases in demand and the changed pattern of crude-oil supply. 
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At this stage, Canadian crude supplies all of the domestic requirements of 
British Columbia, Prairie and most Ontario refineries and has early prospects 
of outlets in the Pacific Northwest of the U.S. and at the head of the Great 
Lakes in Wisconsin. Within a year Canadian Prairie crude will also be supply- 
ing a new refinery in Minneapolis. Present crude reserves would be capable 
of supplying the equivalent of almost the whole of Canada’s domestic require- 
ments for petroleum products were market and transportation facilities avail- 
able. While the possibility that the present Inter-provincial pipe-line will be 
extended to bring Montreal refineries within the orbit of Canadian crude 
cannot be ruled out, economic logic does suggest an advantage for Canada 
to continue to import some or all of its East Coast requirements, off-setting 
this by equal or greater exports of crude oil to the Pacific Northwest and 
North Central areas of the United States. 

Although reserves of natural gas have developed almost pari passu with the 
discoveries of crude petroleum, the pace of development in an economic and 
market sense has lagged far behind. The major reserves established to date, 
more or less incidentally to the discoveries of crude oil, are in Alberta; and 
while it is difficult to obtain agreement on their extent, it is certain that they 
are very large, perhaps of the order of 15 billion (15,000,000,000,000) cubic 
feet. 

The problem of markets has been complicated by the necessity for agree- 
ment of one, two and three governments. The Government of the Province 
of Alberta, which must approve all exports beyond the provincial boundaries, 
was for a long time very cautious about considering such permission because 
of the political necessity of demonstrating to its electorate that the needs of 
the Province had been protected for a period of 30 to 50 years into the future. 
The Federal Government, which must approve any inter-provincial pipe-line 
or any export from Canada, has also found it advisable to protect Canadian 
consumers and Canadian industry in access to a source of energy which many 
believe to be as fundamental in its implications for Canada’s economic 
development as were the trans-continental railways. 

After full consideration the policy of the Federal Government has been to 
insist upon an all-Canadian pipe-line from Alberta to the major population 
and industrial centres of Ontario and Western Quebec. At the same time, it 
has given its blessing to a second pipe-line across the Canadian Rockies to 
Vancouver and thence to the Pacific Northwest markets of the U.S., its 
reasoning being here that without the outlet provided by the markets of 
Seattle and surrounding area the economics of pipe-line supply to Vancouver 
would not permit gas to reach this point. On the same principle, in the case 
of the Trans-Canada pipe-line proposal to bring gas to Ontario and Quebec 
by what will be the longest gas pipe-line in the world, qualified approval has 
been given to a spur pipe-line to the Minneapolis market because the volume 
movement so provided improves the economic attractiveness of the all- 
Canadian line, which is the primary objective. At the present moment the 
huge Trans-Canada pipe-line project, which will ultimately involve a direct 
investment of $300 to $400 million and a corresponding investment in the 
gas systems of the communities to be served, is ir: the pre-financing stages. 
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The projected line to Vancouver and Seattle is at least temporarily frustrated 
by decision of the U.S. Federal Power Commission in favour of a domestic 
supply source for the Seattle area. 

This major new resource has some important contributions to make to the 
character and resiliency of the Canadian economy. It has already strengthened 
the balance-of-payments position by drastically reducing external expendi- 
tures for petroleum, only a few years ago Canada’s largest foreign exchange 
requirement, and promises in future to produce not only a balance on this 
score but perhaps a credit. When Prairie natural gas reaches the major markets 
of the East it will complement a similar accomplishment in terms of coal, 
largely imported into Ontario and Quebec from Pennsylvania. The ultimate 
impact of readily available supplies of energy in forms which are of maximum 
value to an industrialized economy with high living standards can scarcely 
be estimated in precise terms. It is now lowering costs for Canada’s Prairie 
grain-growing industry, which competes in world markets. It seems likely 
as time goes on to stimulate many more industrial developments like the 
petroleo-chemical industry established in the Edmonton area and the 
chemical and metallurgical project just completed near by at Fort Saskat- 
chewan, based on Lynn Lake ores and local natural gas. 


Mining and Metals 


HE mining and metals field has long been an established part of the 

picture of Canada’s natural resources. During the post-war period its rela- 
tive importance in terms of capital expenditures, value of national production, 
share of total exports, and potential for the future has increased. Through 
most of this period a favourable market outlook has accompanied an opti- 
mistic climate generated by the amazing number of new discoveries of attrac- 
tive ore bodies in every part of the country. The result has been a large and 
varied programme of extension and development of previously known 
reserves, of construction of new concentrating and smelting capacity, and of 
the addition of major new reserves. 

A major effect has been a radical change in the relative importance of the 
major minerals in Canada’s present and future production. In the ’thirties 
gold was by far the most important single mineral produced in Canada. It has 
now given place to petroleum, nickel, copper, and aluminum and has seen 
substantial gains made by zinc and asbestos. Within the next very few years, 
particularly when the St. Lawrence Seaway is completed, iron ore is likely 
also to surpass it in value of production. 

All Canada’s traditional base metals have been affected by the pace of 
expansion and discovery. Production and reserves of zinc, Canada’s most 
plentiful metal, have been augmented by the discovery of new ore bodies and 
by the addition of refining capacity. Substantial capital expenditures have 
been made at Sudbury and Lynn Lake to create increased productive capacity 
for nickel, of which Canadian supplies have for many years constituted a near 
monopoly for the world as a whole. Copper production has to date increased 
more in value than in quantity, but substantial reserves are being brought 
into production in the Gaspe and Chibougamau areas. Some conception of 
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the way in which new discoveries in the mining field have affected every area 
of the country can be obtained from only a partial listing of projects now in 
the development stage. These include the lead-zinc-silver mines in the Mayo 
District of the Yukon, the McDame Creek asbestos mine in British Columbia, 
the huge reserves of lead and zinc at Pine Point in the North West Territories, 
the copper deposits north of Port Radium, the copper and nickel deposits in 
the south-west corner of the Yukon and at Ferguson Lake near Rankin Inlet 
on Hudson’s Bay, uranium deposits at Beaverlodgein Northern Saskatchewan, 
in the Blind River and Lake Nipissing areas of Northern Ontario, and at 
Bancroft in Southern Ontario, the recent huge copper-zinc-lead discoveries 
in the Manitouwadge area of Ontario north of Lake Superior, the develop- 
ment of a large source of titanium at Allard Lake on the north shore of the 
St. Lawrence with the construction of the associated smelter at Sorel, 
Quebec, and the large reserves of lead and zinc associated with copper, tin, 
and silver now being outlined in the Bathurst area of New Brunswick. 

The most spectacular undertakings in this field have been the iron ore 
developments and the huge Kitimat aluminum project. In 195 3 Canada’s iron 
ore production reached 6,500,000 tons, a nearly fivefold increase in five years. 
This level of production was achieved by expansion at the Michipicoten 
properties of Algoma Steel and at the Wabana mine in Newfoundland as well 
as by the first stage of a large-scale expansion at Steep Rock which is expected 
to raise production from that source alone to 3,000,000 tons per annum in 
1955 and over 8,000,000 tons by 1958. At Marmora in Southern Ontario the 
Bethlehem Steel Corporation has outlined a large body of magnetite ore 
which has not yet come into production. Surpassing all of these in scope has 
been the development of the huge Labrador—Quebec reserves of the Iron 
Ore Co. at Knob Lake some 360 miles north of the St. Lawrence River. 
More than 400,000,000 tons of ore have already been proved and before 
initial production, which began this year, more than $200 million was 
expended in the construction of a new railroad from Seven Islands on the St. 
Lawrence, in the development of a town site, and in exploration and develop- 
ment expenditures. By 1955 shipments of ore from Seven Islands both to the 
East Coast of the United States and to U.S. steel mills on the Great Lakes are 
scheduled to reach 10,000,000 tons per annum with a prospective increase to 
at least 20,000,000 tons per annum once the St. Lawrence Seaway has been 
completed. Exploration and development activities are now in full progress 
too on further huge ore bodies discovered farther north in the Ungava 
region where transportation will eventually be by an all-water route to U.S. 
steel centres. 

Canada’s first great aluminum development was undertaken during the 
war years when, with the aid of underwiting from the United Kingdom 
Government, the Aluminum Company of Canada constructed the world’s 
largest aluminum smelter and one of the world’s largest power developments 
at Arvida on the Saguenay River. Now the first stage of an even larger 
project has been completed at Kitimat on the British Columbia coast. Follow- 
ing an expenditure of some $275 million on power facilities and pot lines, 
initial smelting capacity for 92,000 tons of aluminum ingots per year has been 
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brought into production in July of this year. Granted the market demand, 
this capacity could be expanded to 300,000 tons within less than two years 
at a cost of a further $173 million and to its ultimate capacity of 550,000 tons 
within three years at a total final cost of $750 million. When this stage is 
reached Kitimat will be the largest aluminum refinery in the world with a cost 
of production equivalent to that at Arvida, now the lowest-cost plant in the 
world. 


Forest Industries 


APITAL expenditures in the forest industries of Canada have received 

less attention and have in fact been less impressive than those for 
petroleum, metals and other minerals. However, actual expansion in the 
volume and value of production of pulp and paper, lumber, and other forest 
products has been one of the major strengths of the Canadian economy during 
this period. Newsprint is Canada’s greatest single export product and the 
wood and paper group together account for almost a third of the economy’s 
export revenues. The almost insatiable demand for newsprint in the American 
market has raised Canadian production to a new high level, while the con- 
tinuing large requirements for new housing in both the United States and 
Canada have stimulated increased lumber production at a time when currency 
limitations were cutting back the traditional United Kingdom market. 
Canada has the third largest area of productive forest lands in the world, at 
764,000 square miles, of which 503,000 may be considered accessible under 
today’s conditions. Its advantages in size and availability, in ample volumes 
of water suitable for processing requirements, in adequate local power re- 
sources, and in accessibility to the world’s most important market combine to 
provide a substantial guarantee for the future. 

One of the major natural advantages of the Canadian economy lies in its 
vast and well located resources of water power. With only about a quarter of 
its estimated potential horse power developed, Canada has installed capacity 
of about one horse power a head. Some of the largest capital expenditures in 
the post-war period have been made to create additional hydro-electric 
capacity, both for resource development projects in remote areas and for 
the rapidly expanding demands of the developed centres of population and 
industry. 

Both the mining industry and the pulp and paper industry are very large 
consumers of power and owe much of their development in Canada to its 
availability. Major power development projects have been undertaken in 
association with the aluminum project at Kitimat, the copper-nickel develop- 
ment at Lynn Lake, and the iron ore development north of the St. Lawrence, 
while the huge Bersimis project of the Quebec Government will by 1956 
develop 1,200,000 h.p., a large part of which will supply Noranda’s Gaspe 
copper development by submarine cable. 

Despite a 10-year programme begun by the Ontario Hydro Commission in 
1946, at a projected cost of $1,000 million, peak capacity in the highly in- 
dustrialized area served by the Commission will only have kept pace with 
rising demands. This accounts for the very great emphasis which has been 
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placed upon the need for undertaking the power phases of the St. Lawrence 
Seaway development. This project, which is in the initial stages, will produce 
2,200,000 h.p. at a cost of $600 million, both to be shared with the New York 
State Power Authority. Still to be undertaken as part of the St. Lawrence 
project is the installation of an additional 500,000 h.p. at Beauharnois and new 
potential for 1,200,000 h.p. at Lachine, both in the Province of Quebec. 

Thus the St. Lawrence Seaway project will add fresh supplies to one of 
Canada’s most basic natural resources at the same time as it reduces the impact 
of the most important natural disadvantage of the Canadian economy— 
high transportation costs. The completion of the Seaway within the next 
half-dozen years will improve the competitive position of Labrador—Quebec 
iron ore in some of the largest U.S. steel markets, will drastically reduce the 
cost of bringing Prairie wheat to seaboard by eliminating the necessity for 
trans-shipment, and will provide a major stimulus to the industrial expansion 
of Ontario and Quebec. 

The vital importance of large, low-cost power resources to the Canadian 
economy cannot be better emphasized than by the example of aluminum. 
Canada has no deposits of bauxite nor has it a large domestic demand for 
aluminum. It owes its aluminum-producing industry, the second largest in 
the world, entirely to the economic attractiveness of abundant power resources 
available at seaboard points. The Federal Government has announced a 
decision to reserve the huge power potential of the Yukon River for develop- 
ment in Canada instead of permitting it to be used in Alaska, and has thereby 
provided a measure of protection to Canada’s existing aluminum capacity 
and at the same time has helped to ensure that another major industrial 
project, in this case chemical and metallurgical, will be established in Canada 
because of abundant and cheap hydro-electric power. 

Despite completion for the time being of most of the largest capital pro- 
jects which have underpinned the recent expansion of the Canadian economy, 
the immediate prospects for continued growth are far from unsatisfactory. 
Two huge projects seem reasonably assured—the natural-gas pipe-line from 
Alberta to Ontario and Quebec, and the St. Lawrence Seaway power and 
navigation project, the latter in fact already started. The rate of expenditure 
on Western oil and natural gas exploration and development seems likely 
to slacken very little if at all, and new markets should in due course provide 
further stimulus. 

Housing and other construction has shown no signs of softening, while 
accumulated needs for highway and other public works expenditures promise 
actual increases in this sector. Even with current declines in textiles, iron 
and steel, automobiles, and farm implements, the basic momentum appears 
as yet to have been not seriously affected, which suggests, as did the experience 
of 1949, that the Canadian economy has sufficient impetus to ride out a minor 
recession in the United States, provided it is not prolonged. 

The post-war growth of the Canadian economy has made a number of 
major contributions to its longer-term strength and stability. Two of these 
are in the form of improved productivity and increasing integration. Pro- 
ductivity has, of course, received the normal stimulus provided by large 
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injections of capital. Beyond this, there has been a gain in terms of reduced 
“overhead” for the economy as a whole. With its vast territory and distances 
and with its small population, Canada has always had to devote a dispro- 
portionate share of its natural product to transportation, communication 
costs, and government, ail of which may be considered as a form of unavoid- 
able overhead charge. Increasing population and growth and diversification 
of production in almost every area are reducing this burden in relative terms. 
The prospect of a population of 25 million with a gross national product of 
$65,000 million within the next 25 years suggests that this basic handicap to 
Canada’s net economic productivity may well disappear. 

A further influence tending to raise productivity has been the relative shift 
away from agriculture. Despite marked increases in the productivity of 
agricultural labour, due to rapid mechanization in the war and post-war 
period, absolute productivity is significantly lower in agriculture than in the 
new resource development and processing industries. The increased place of 
resource development and of processing and fabricating industries in the 
economy has therefore tended to raise the average production of Canadian 
labour. Many of the new resource development projects have scarcely begun 
to make their ultimate contribution to the national product in this respect. 

Increasing integration has been an important second by-product of the 
post-war growth and expansion of the Canadian economy. Not only have the 
various resource development and associated projects been remarkably 
widely spread among the natural economic areas into which Canada is 
divided by geography and climate, but they have to a surprising extent 
strengthened what in many cases have been the rather tenuous economic ties 
between regions. To illustrate, British Columbia and Ontario now depend 
upon the Prairies for their petroleum supplies instead of upon the United 
States. As and when transportation facilities are provided, these same areas 
will rely on the Prairies for natural gas at the expense of imported coal. 
British Columbia pulp is being processed at a petroleo-chemical plant in 
Edmonton, using Alberta petroleum products and natural gas, and the 
resulting products are finding their markets in Eastern Canada. Even Mari- 
time agricultural products expect to compete more effectively in Ontario 
markets once the St. Lawrence Seaway has been completed. Since its incep- 
tion Canada has been viewed by many students as a triumph of politics over 
economics. To some extent the growth and diversification accompanying 
the present stage of resource development are providing vindication today 
for the visions of yesterday. 


Exports the Test 


HILE the growing productivity and integration of the Canadian 

economy make a basic and important contribution to its stability and 
strength in the future, the final tests of Canada’s prospects must still be found 
in the external sphere. Despite progress towards self-sufficiency in certain 
fields such as petroleum, and towards decreased dependency upon external 
markets in other fields such as agriculture, exports still bulk as large in 
Canada’s national accounts as they did some 30 years ago. In fact, the one 
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common characteristic of the resource development programmes of the past 
nine years is, with the qualified exception of petroleum and natural gas, that 
the productive capacity created and in prospect looks largely to external 
markets. This is the case, as it always has been, in the field of forest products, 
it is true of iron ore and of aluminium, it is true of uranium and of the other 
new metals such as titanium, and it continues to be true of the older base 
metals—zinc, copper and lead. 

For this reason it is important that the judgement can be made with some 
assurance that most of the supply sources and productive facilities which 
have been created in Canada in the post-war period are economic in terms of 
costs and therefore competitive under normal circumstances in world markets. 
To an amazing extent, too, Canada’s resources seem to be tailored to the needs 
of a world which is demanding more metals, more hydro-carbons, and more 
forest products as it industrializes and raises its living standards. 

In terms of world production Canada leads all other nations in nickel, 
newsprint, asbestos, titanium and platinum, it is second in aluminium, wood 
pulp, hydro-electric power and gold, it is third in zinc, silver and uranium. 
Canada has 99 per cent of North America’s reserves of nickel, 95 per cent of 
its titanium, 67 per cent of its known iron ore reserves (with probably much 
more to be established), 34 per cent of its lead, 24 per cent of its zinc, and 
22 per cent of its sulphur. These are facts of vital importance to the future 
prosperity and security of the United States and there is evidence that they 
are obtaining increasing recognition. 

Not without significance in this respect is the participation by United 
States corporations and capital in many of the resource development projects. 
While Canadians have financed a very high proportion of their total capital 
expenditures during the post-war period, there has been an evident tendency 
for American capital inflows to be concentrated in equity financing of the 
major development programmes. From a purely economic standpoint this 
has both advantages and disadvantages. 

From a political standpoint, it has major advantages. Whenever pressure 
is created by sectional interests in the United States for limitations upon the 
importation of Canadian crude oil, Canadian aluminium, Canadian iron ore, 
or any of the long list of items of critical importance to Canada’s economic 
well-being, there are potent U.S. voices raised in support of Canadian in- 
terests. In many cases, of which Lynn Lake and Falconbridge’s Sudbury 
undertakings are examples, Canadian resource development programmes 
have actually been underwritten by U.S. Government or private corporation 
purchase commitments. 

In the short term Canada’s economic prospects are certainly not for 
continuous, easy access to external markets or for uninterrupted expansion 
and development in all sectors. However, for the intermediate and longer 
term it seems a safe conclusion that the Canadian economy is growing 
stronger, better balanced, and more competitive and that the direction of its 
development is properly aligned with the import needs both of its huge 
neighbor to the south and of most of the rest of the free world with which it 
should expect mutually advantageous trade relations. 

pd 





UNITED KINGDOM 


MINISTERIAL CHANGES 


baa Parliament dispersed at the end of July for the long summer 
recess the question uppermost in the minds of M.P.s of all parties was 
whether there would be a new Prime Minister and a reconstructed Govern- 
ment when they reassembled at Westminster on October 29. Sir Winston 
Churchill will be 80 on November 30, and it seemed plain to all that the time 
must be drawing near when he would decide to lay down the office of Prime 
Minister and give place to his successor. Even for one so happily endowed as 
he with vitality and the zest for work which keeps age at bay, the burden of 
the years accumulates and retards the pace. By midsummer most people in 
close touch with political affairs thought that this 1953-54 session of Parlia- 
ment—which will not be ended till about mid-November—may be Sir 
Winston Churchill’s last as Prime Minister. The belief was strengthened by 
the fact that when some vacancies in the Cabinet occurred through resigna- 
tions in July he did no more than fill the gaps and make some consequential 
appointments. Conservative back-benchers had been restively awaiting a 
vigorous reconstruction of the Government after nearly three years of office 
and if the Prime Minister had intended retaining the leadership for much 
longer he could hardly have avoided this. The limited scope of the new 
appointments made before Parliament adjourned seemed to indicate that the 
wider reconstruction of the Government was to be deferred until it could be 
more conveniently made by the Prime Minister’s successor, who undoubtedly 
will be Mr. Eden. 

The changes in the Ministry arose from the resignations of Sir Thomas 
Dugdale, Minister of Agriculture, and Mr. Oliver Lyttelton, Secretary of 
State for the Colonies. The former announced his resignation in an unusual 
and dramatic way at the end of a speech in the House on July 20 during a 
debate on the report of a public enquiry into the disposal by the Govern- 
ment of a parcel of land at Crichel Down, in Dorset. Mr. Lyttelton resigned 
for personal reasons, to enable him to resume his career in the City. Both 
these Ministers were members of the Cabinet and the Prime Minister took 
leave of them both with much regret. The Minister of Agriculture had 
handled with outstanding success the difficult negotiations with the farmers’ 
unions in the matter of maintaining statutory guarantees of prices and 
markets for agricultural produce when rationing ended and agriculture took 
the chilly plunge back to a free market economy. The Crichel Down affair, 
referred to below, was by comparison a trivial piece of departmental bungling 
for which the Minister had little personal responsibility. But certain features 
of this case made it a political issue of importance, about which the Govern- 
ment’s own supporters whipped themselves into a state of excitement, and 
circumstances conspired to place Sir Thomas Dugdale in a position of such 
difficulty that he was driven to resignation. Mr. Lyttelton gave up a lucrative 
post in the City in 1951 to join the new Government at the Prime Minister’s 
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request and he then let it be known that he could not serve for more than 
about two years. Some months before the recess it was known that he was 
anxious to obtain release and nobody was much surprised when he persuaded 
the Prime Minister to accept his resignation while the vacancy at the Ministry 
of Agriculture was still under consideration. Mr. Lyttelton, who had been 
in office for nearly eight years as a Cabinet Minister during the war and 
since, was Secretary of State for Colonial Affairs during one of the most 
turbulent periods experienced by any occupant of that office. He had to deal 
with terrorism in Malaya and Kenya Colony and with serious political 
troubles in Uganda, British Guiana and British Honduras. He also helped 
to create the new Central African Federation and smoothed out constitutional 
difficulties in Nigeria. In the early days of his colonial administration he was 
persistently and bitterly attacked by the Opposition in the House of Com- 
mons. During the past year his firm and imaginative policies were seen in 
better perspective and most Labour members both ceased to criticize and 
began almost to praise the Colonial Secretary. Since he had such a long 
front to defend it was too much to expect that he would always avoid 
criticism, but at many times it seemed that Mr. Lyttelton had almost brought 
the House to the point of adopting a bi-partisan approach to Colonial affairs. 
In view of all that had gone before this was a notable achievement—which 
has since been recognized by elevation to the House of Lords. It was acknow- 
ledged in felicitous language by the Prime Minister in the letter in which he 
accepted Mr. Lyttelton’s resignation. The Prime Minister spoke of the grief 
with which he took leave of a colleague from “the great office which your 


father held before you” and of one whose personal friendship he had treasured 
through forty stormy years. 


You have been Secretary of State for the Colonies [wrote the Prime Minister] 
through a period of rugged and tangled difficulties. With many of these your 
strength of character, energy and experience have enabled you to cope in a 
decisive manner. In others, as for instance in Nigeria, where full results have not 
yet been achieved, your work has gained an ever-growing measure of the con- 
fidence and respect of the House of Commons and it is my belief that your 
contribution to these grim and grave affairs will be regarded as wise and notable 
by future generations. 


The new Secretary of State for the Colonies is Mr. Alan Lennox-Boyd, 
who was Minister of State for Colonial Affairs in the early days of this 
Government and has since distinguished himself as Minister of Transport 
and Civil Aviation. He enters the Cabinet at the age of 49. The new Minister 
of Agriculture is Mr. Derick Heathcoat-Amory, formerly Minister of Pen- 
sions and more recently Minister of State at the Board of Trade. Mr. John 
Boyd-Carpenter, who had been Financial Secretary to the Treasury, suc- 
ceeded Mr. Lennox-Boyd as Minister of Transport and Civil Aviation. Mr. 
Henry Brooke was selected from the back-benches to fill the vacant Treasury 
post, to which he brings the gifts of a lucid and persuasive speaker and a 
great reputation won as leader of the Conservative Opposition in the London 
County Council. Mr. A. R. W. Low, who had been Parliamentary Secretary 
at the Ministry of Supply, was appointed the new Minister of State at the 
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Board of Trade; and to fill the Under-Secretaryship at the Ministry of Supply 
preferment came to another Conservative back-bencher, Sir Edward Boyle, 
who reaches ministerial rank at the early age of 30. Sir Lionel Heald, the 
Attorney General, also placed his resignation in the hands of the Prime 
Minister before the summer recess, but he left it to the Prime Minister to 
decide when this could be most conveniently accepted. The Attorney General 
has had it in mind for some time to seek relief from what he has found an 
onerous burden of work. His resignation will probably be accepted and a 
new appointment made before the beginning of the new law term in October. 


The Geneva Conference and After 


pesenentiy affairs have been the main preoccupation of Parliament and 
Ministers during the past three months. Mr. Eden was involved in pro- 
longed and difficult negotiations at the Geneva Conference, and although 
these led to no political settlement in Korea the Foreign Secretary had the 
satisfaction of being able to report to the House of Commons on July 22 the 
signing of agreements at Geneva the day before which brought about a 
cease-fire in each of the three States of Indo-China. The leadership which 
Mr. Eden came to exercise in the negotiations for ending the Indo-China 
war—negotiations which he described as having been of unparalleled com- 
plexity—undoubtedly had an important bearing on the outcome. The Prime 
Minister spoke in the House of the “extraordinary perseverance and skill” 
with which the Foreign Secretary patiently persisted in these negotiations, 
and when the agreements were signed Mr. Eden received a telegram of cordial 
congratulation sent to him by Sir Winston Churchill on behalf of all his 
colleagues in the Cabinet. Mr. Eden also won the praise of the Opposition 
in the House of Commons—not least the praise of the Bevanites—and the 
House was so well satisfied with the outcome of the second part of the 
Geneva Conference that no further general debate on foreign affairs was 
thought necessary before the adjournment. In reporting the Geneva agree- 
ments to the House Mr. Eden expressed his conviction that the arrangements 
arrived at for the three States of Indo-China were the best that could have 
been contrived in the circumstances of each individual case. He paid tribute 
to the courage and tenacity of the French Prime Minister, M. Mendés- 
France, as having been the main factor in achieving any agreement at all with 
the Communists, and spoke sympathetically of the heavy sacrifices which 
France had to make at the end of the ordeal through which the French people 
have passed during the past eight years of the Indo-China war. But he told 
the House bluntly that the only alternative to the Geneva agreements would 
have been “continued fighting, further misery and suffering and the certainty 
of even greater sacrifices in the end”. He also gave the warning that so long 
as the fighting in Indo-China continued there was a wider danger for all since 
there was an ever-present risk that the conflict would spread, with measure- 
less consequences. For the future he expressed the hope that these results 
would lead to better international relations elsewhere. 

Before this result was achieved at Geneva the Prime Minister and Mr. 
Eden had made yet another journey by air across the Atlantic together for 
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talks with President Eisenhower and Mr. Dulles in Washington. This took 
place towards the end of June—during an interval in the Geneva Conference 
—and the mission was extended to include a short visit to Ottawa. Some 
serious divergencies of policy with regard to Indo-China had developed 
between Britain and the United States during the first phase of the Geneva 
Conference and the Washington visit was timely. The discussions at the 
White House ranged over the whole field of international affairs and the 
Prime Minister afterwards told the House of Commons that he had never 
had a more agreeable or fruitful visit. He also revealed the fact that the visit 
was prompted very largely by his own concern at disclosures made earlier 
in the year in the United States about the devastating power and potentialities 
of the hydrogen bomb, The American experiments, he explained, made an 
immense difference to our whole outlook for defence—and notably for civil 
defence. Lord Cherwell, for long one of the Prime Minister’s principal 
advisers on atomic energy, and Sir Edwin Plowden, chairman of the new 
Atomic Energy Authority, accompanied the Prime Minister and Mr. Eden 
to Washington and conferred with Admiral Strauss and other American 
authorities on the technical aspects of these problems. From what the Prime 
Minister said it was evidently agreed that both countries would benefit from 
*‘a wider latitude both in co-operation and in the exchange of knowledge”, 
He wished a fair passage to the Congressional Bill which proposes far- 
reaching amendments of the MacMahon Act and told the House he had every 
hope that more satisfactory conditions would prevail between the two 
countries in this matter in the future than had been the case since the war 


with Germany came to an end. It was on the occasion of the Washington 
visit, too, that Anglo-American agreement was reached about what is to be 
done if France does not soon ratify the EDC Treaty. The Prime Minister 
told the House of Commons about this in a foreign affairs debate on July 14. 
He explained that the Bonn Conventions, which bring the occupation of the 
German Federal Republic to an end, cannot as they now stand enter into 
force unless the EDC Treaty enters into force at the same time. 


In this situation [he said] the German Federal Republic is still denied the 
political benefits of the Bonn Conventions signed by all the Governments con- 
cerned more than two years ago. Confronted by this problem the British and 
United States Governments have come to the conclusion that in the unhappy 
event of the failure to ratify EDC their aim could best be achieved by dissociating 
the Bonn Conventions in simultaneity from the passing of the EDC Treaty and, 
if possible, that this should be done by agreement between the four Powers 
which signed those Conventions. Any other course in the face of these long and 
indefinite delays would be contrary to the standards of good faith and fair play 
which we desire to mairitain towards all nations, including those with whom we 
have been at war. 


The Prime Minister left the House in no doubt that he would regard it as 
tragic if this opportunity were lost of bringing Germany back into the Euro- 
pean family while at the same time preventing the re-creation of a German 
national army, and he strongly urged France to ratify the EDC Treaty before 
the end of the summer. This is an issue on which the Opposition are bitterly 
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divided, with the Labour Party officially committed to support of a German 
defence contribution within the framework of EDC and the Left Wing— 
with the support of influential individuals who are opposed to the Bevanites 
on everything else—strenuously resisting the idea of German rearmament in 
any circumstances. 


The Suez Canal Base 


HE Anglo-Egyptian heads of agreement about the future of the Suez 

Canal base were concluded in time to permit a debate in the House of 
Commons on July 29, the day before the summer adjournment. This caused 
some trouble for the Government because of the determined opposition of a 
group of their own supporters, about forty strong, to any agreement which 
provided for the complete withdrawal of British forces from the Canal Zone. 
In advance of the agreement the Prime Minister himself at a private meeting 
sought to change the views of this “Suez group” of Conservative dissidents, 
but his arguments were of no avail. When the agreement came to be debated 
in the Commons the convincing presentation of the case for the Government 
by Mr. Eden and Mr. Head, Secretary of State for War, weakened the opposi- 
tion of the Conservative back-benchers and secured approval of the agree- 
ment by 257 votes to 26. The Opposition, who were peevishly critical while 
offering lukewarm support for the agreement, abstained from the division 
and all the votes cast against the Government were those of Conservatives of 
the “Suez group”. But of the forty members of this group, which is led by 
Captain Charles Waterhouse, only twenty-six and the two tellers in the end 
carried their opposition to the point of voting against the Government. 
Three of them changed their minds to the extent of voting for the agreement. 
So, too, did six Left Wing Labour members who ignored the official advice 
of their leaders to abstain. In all the circumstances the Government did well 
in this debate and the speech of Mr. Head—who was sent by the Cabinet to 
Cairo to take part in the last phase of the negotiations—was a notable justi- 
fication of the agreement on strategic grounds. Mr. Eden, in reply to sugges- 
tions that the Commonwealth countries most concerned were not happy 
about the agreement, was able to quote a congratulatory telegram which he 
had received from Sir Zafrulla Khan, Foreign Minister of Pakistan, and the 
approval of Mr. Casey, the Australian Minister for External Affairs. 


Encroachments of Whitehall 


HE Crichel Down affair, which led to the resignation of the Minister of 

Agriculture, arose from the disposal of 725 acres of land compulsorily 
acquired from several owners before the war by the Air Ministry for use as 
a bombing range. In 1950, when the Air Ministry no longer required the 
land for this purpose, the land was taken over by the Ministry of Agriculture 
for agricultural use. The land was placed by the Ministry in the hands of the 
Agricultural Land Commission and was later turned over to the Commis- 
sioners of Crown Lands, who let it in one unit to a farm tenant. At no stage 
was the land offered back to the original owners or their successors, and when 
a public enquiry was forced upon the Minister of Agriculture a curious story 
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emerged of tortuous transactions conducted by civil servants to give effect 
to a policy of retaining the land in public ownership and equipping it at con- 
siderable expense to be farmed as a single unit in the supposed interests of 
more efficient agricultural production. Sir Andrew Clark, Q.C., who con- 
ducted the enquiry, commented unfavourably in his report on the actions of 
some of the civil servants concerned and expressed the view that they had 
fallen short of the standards of the Service. In an interim statement to the 
Commons when this report was published Sir Thomas Dugdale accepted 
full responsibility for all the admitted mistakes and errors of judgment on 
the part of the civil servants involved, but went on to say that after having 
heard the explanations and observations of these civil servants he took a less 
unfavourable view of their actions than Sir Andrew Clark had done. The 
Minister also expressed the view that after the public enquiry no further 
action by him was necessary regarding these civil servants and that the 
Government had decided that the Crichel Down land could not, in all the cir- 
cumstances, be sold back to the successors of the original owners. In the 
eyes of Conservatives the Minister’s statement aggravated the departmental 
shortcomings disclosed by the enquiry and he was suspected of having gone 
too far in the direction of shielding civil servants who ought to have been 
disciplined. Government supporters were also angry because they thought 
the Minister had been continuing the Labour Government policy of refusing 
to release from public ownership any land once acquired for State purposes, 
even if no longer required for the purpose for which it was originally 
acquired. 

This led to a rising agitation, both inside and outside Parliament, and when 
the subject was brought to debate in the House of Commons on July 20 and 
Sir Thomas Dugdale made a statement of policy different in many respects 
from his interim statement he was obviously in a difficult position. In the 
circumstances his resignation came as no surprise. The two Parliamentary 
Secretaries to the Ministry of Agriculture, Lord Carrington and Mr. Nugent, 
also tendered their resignations to the Prime Minister the next day, but he 
declined to accept them and at his direct request they were withdrawn. In his 
final speech the Minister of Agriculture announced that in future land com- 
pulsorily acquired by the Government and no longer required for its original 
purpose should be sold and that former owners or their successors should be 
given a special opportunity to buy it back. He also offered, on behalf of the 
Government, that the Crichel Down land should be sold back to any one of 
the three successors of the original owners—if the successors could agree on 
selecting one of their number as purchaser—subject to the existing tenancy 
right and to the obligation to equip the land on the scale proposed. At the 
same time there was published the report of a committee set up by the Prime 
Minister to consider whether “to maintain public confidence in the ad- 
ministration of the Departments” any of the civil servants whose conduct 
had been called in question in the Crichel Down case should be transferred 
to other posts. This committee recommended that no further action should 
be taken with regard to four of the five civil servants whose actions were 
criticized in the report with varying degrees of severity. Of the fifth civil 
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servant concerned, the Permanent Commissioner of Crown Lands, the com- 
mittee took the view that his usefulness as a public servant would be impaired 
if he were to remain in this post and that it would be in the public interest 
that he should be transferred to other duties. The committee also expressed 
their strong impression that some part of the deficiencies disclosed in the 
handling of this case “may have been due as much to the organizational 
relationship between the headquarters of the Ministry of Agriculture and 
Fisheries, the Agricultural Land Commission and the Agricultural Land Ser- 
vice as to the faults of individuals”. The departmental organization is to be 
overhauled. 

The Government Bill providing for competitive commercial television 
received the Royal Assent before Parliament adjourned and Sir Kenneth 
Clark was appointed chairman of the new Independent Television Authority. 


Great Britain, August 1954. 


NORTHERN IRELAND 


N June 12 a party of men belonging to the Irish Republican Army, 

a subversive organization proscribed by the Governments of both 
Northern Ireland and Eire, entered the regimental depot of the Royal Irish 
Fusiliers in the city of Armagh, held up the garrison at pistol-point, and 
removed all the weapons in the armoury. Carried out in daylight, the raid 
was carefully planned and ruthlessly executed; that there was no shooting 
was due only to the ease with which the surprised guards were overcome. 
The party made good their escape across the border to the Irish Republic 
whence their daredevil expedition had been launched. 

This open defiance of law and order has caused much apprehension in 
Northern Ireland and more especially among those prone to regard the 
I.R.A. as a spent force. It coincided, too, with the return to power of Mr. 
J. A. Costello, whose first inter-party Government declared the Irish Republic 
with the object of “taking the gun out of politics”. It is now evident that the 
“gun” remains : the question is whether, and if so when, it will be used. The 
I.R.A. is proved to have been revived on an active footing, and under such 
determined and calculating leadership even a small body is capable of touch- 
ing off disturbances the consequences of which could not be predicted. The 
fact that the country is quiescent politically and that the great mass of Irish- 
men north and south have no wish to settle their differences by force hardly 
lessens the danger of violence on a larger scale. 

If the attack on a British military establishment had as a preliminary objec- 
tive the aggravation of feelings on partition it must be said to have succeeded. 
In Northern Ireland nothing is resented so much as that the plan originated 
in the Republic without condemnation by the authorities there, or an attempt 
to bring the criminals to justice. Therein lies a circumstance detracting from 
the collaboration established by the Governments in recent years and so 
acclaimed on both sides of the border. While between Great Britain and the 
Republic there are arrangements for the enforcement and execution of war- 
rants, no extradition is practised between the Republic and Northern Ireland. 
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The Government here has sought such a treaty in vain: the most that has 
been achieved is an unofficial exchange of intelligence between the police forces. 

The reluctance of any Government in the south to take steps which would 
result in the surrender of Irish citizens to British law in Northern Ireland is 
suggested by Lord Brookeborough, the Ulster Prime Minister, in his 
denunciation of the raid. He said on June 26: 


We have to contend with a criminal organization, which, although it is officially 
illegal across the border, appears to receive tacit toleration from the general 
public there and even open support from men whom one might suppose to be 
responsible citizens. This is not the way to promote friendship between neigh- 
bouring countries. 


Nevertheless, the moral is clear that the Government in Dublin, no less than 
that in Belfast, cannot submit to the threat to its authority inherent in the 
activities of an armed underground movement. In Northern Ireland the 
reaction has been prompt. The Government has reintroduced regulations 
under the Civil Authorities (Special Powers) Acts reinforcing the powers of 
the police to interrogate and search, and the Prime Minister has stated that, 
if necessary, more severe measures will be taken. The police, who a few days 
before the raid had given up carrying arms on regular duties, have since 
reverted to rule. 

The policy in these respects is justifiable, but the occasion for it is the 
more regrettable in that it brings to an end a barely established period of 
normal internal conditions and plays into the hands of those unquiet Unionists 
who have been embarrassing the administration with their demands for 
repression of the minority. On the other hand, the re-emergence of the 
I.R.A. has been a signal for appeals for the restoration of loyalist unity that 
have a fair chance of success. As for that, there is no doubt that any armed 
intimidation of Northern Ireland would meet with maximum resistance. 
Conscientiously as one may seek not to be alarmist, the violent nature of the 
I.R.A. and the passions never far below the surface in Ireland are too real to 
be discounted. Not until this revolutionary body has been finally suppressed 
can the country’s hopes of better things find fulfilment. 


‘On the Mainland’ 


HE July holiday was celebrated in the knowledge that unemployment 

had fallen to its lowest level since November 1952, and that industry was 
for the most part having its share of the national prosperity. Agriculture, 
too, made the transition from controls with less upset than had been expected. 
Details are still lacking of the British Government’s plan to put Northern 
Ireland in the same position as the north of Scotland in regard to the trans- 
port of livestock and meat, a far-reaching concession that derives from the 
guarantees remaining under the Agriculture Act. When the Ministry of Food 
was the sole buyer of farm produce it bore all the costs of carriage: now 
Northern Ireland is said to have been placed ‘‘on the mainland”, a not in- 
considerable gain in face of the demands for relief from other remote areas in 
Great Britain. Farmers in Ulster would have liked to see their handicap 
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wholly eliminated, but this is clearly impossible unless equalization is much 
more widely applied. 

Despite these favourable factors the economic problem has again been 
raised with the British Government, a step prompted first by the discharge 
of aircraft workers through the suspension of work on Comet contracts, and 
also by the British Labour Party’s new appreciation of a situation in which 
the high birth-rate of the war years is about to have its impact on the labour 
market. But short of the laying down of munitions factories and the like it 
has not been shown on any side what immediate remedies can be expected 
from Whitehall. The absence of further measures serves to confirm the 
impression that London, by consenting to the spending of large sums from 
the Northern Ireland Exchequer on industrial resuscitation and development, 
prefers to give the province freedom to devise its own forms of State aid and at 
the same time to test what its industrialists are ready to do for themselves. 

It is at this moment that the Royal Commission on Scottish Affairs have 
reported adversely on the case for parliamentary devolution for Scotland, 
“however well adapted to conditions in Northern Ireland”. ‘The Commission 
observes : “While there may be support for the adoption of a form of devolu- 
tion readily apparent, we feel that this would inevitably reduce the prestige 
and standing of Scotland and her representation in Parliament at Westminster, 
and would thereby weaken her voice in British and world affairs.”” Notwith- 
standing the saving for Northern Ireland, the finding gives point to some of 
the misgiving felt by those who have seen the province so much thrown 
back on local legislation. It is a deepening problem whether the present 
reliance upon subventions to established industry (as distinct from the 
attraction of new industries), and tax concessions and other aids not available 
elsewhere,* will ultimately lead to economic parity, or will have the effect 
of leaving Northern Ireland in a status inferior to the rest of the United 
Kingdom. 

The issue here, although it has yet to be fully realized, is the conception 
of the Union that forms the basis of Ulster politics. Until now this ideal has 
stood for equal citizenship in every respect, but the current tendency is for 
Northern Ireland to obtain preferential treatment and to escape from a num- 
ber of its national obligations. If the result is a viable economy all may be 
well; if not, the recourse to the full range of devolutionary powers must 
lead to a more strongly renewed demand for a dominion constitution. The 
return of a Socialist administration at Westminster would cause added strains. 
A provincial Parliament must be a lively instrument of public policy if 
it is to justify itself; but what is at work here, possibly subconsciously, is a 
form of regional nationalism that does not augur well for a community which 
for so long has been dedicated to the Union in its fullest sense. Much of the 
change of outlook, moreover, seems to have its origin in the decline of 
private enterprise and in an illusion that the State can make good every 
shortcoming of the economy. 


Northern Ireland, August 1954. 
* See THE Rounp TaBieE, No. 175, June 1954, p. 273. 





IRELAND 


“THE MIXTURE AS BEFORE” 


UR new Taoiseach, or Prime Minister, Mr. John Costello, at an early 

stage in the recent electoral campaign, announced that we were approach- 
ing the end of a political era. The ice of political life was, he claimed, breaking 
up, and warm currents, whose ultimate thawing effects no one could foresee, 
were beginning to flow. While it is true that the normal process of mortality 
will shortly remove many of our elderly “heroes” from the political arena and 
replace them by younger, and let us hope more intelligent, leaders, there is 
as yet little evidence of a change of mind or heart amongst our politicians. 
Everything may seem to have changed but in effect everything remains the 
same. The struggle for power between the two rival major parties who are 
divided only by the now artificial, and indeed somewhat senile, antipathy 
engendered by the Civil War of 1920-22, still dominates the situation. It is, 
however, true to say, and to this extent Mr. Costello was right, that the pres- 
sure of political reality is slowly but surely beginning to make itself felt and 
must continue to do so. In short our revolutionary era is ending but the 
momentum of the new generation has not yet been felt. The tide is on the 
turn but the flood has not yet set in. 

This became obvious during the election campaign. Apart from the merits, 
or faults, of a Coalition government, the only issues discussed were con- 
cerned with social and economic questions such as the provision of more 
houses and social benefits, the possibility of reduced taxation, the develop- 
ment of agriculture and industry, and the results of past financial policies. 
Partition, the Civil War, and the Irish language were alike mercifully for- 
gotten. The people were clearly more interested in bread and butter than in 
political catch-cries or ancient feuds. Mr. de Valera claimed that the policy of 
his Government was simply one of trying to make ends meet. Mr. Costello on 
his part accused the Government of being both spendthrift and parsimonious. 
His party promised that if returned to power they would not only reduce 
taxation but simultaneously increase food subsidies and social benefits. On 
financial policy Mr. Costello asserted that while “‘careful changes” must be 
made in the country’s financial and economic institutions “their stability was 
too important to permit of their being tampered with in any ill-considered or 
irresponsible fashion”. All parties alike united in promising increased agri- 
cultural production. In this connexion Mr. James Dillon made it clear that 
the panacea of Fine Gael, for which there is much to be said, was a Parish 
Plan which would recognize the parish as the natural social unit of rural 
Ireland and through parish agents bring to the farmer’s gate all the latest 
information on modern methods of agriculture. The leaders of the prospective 
coalition, not having agreed on a joint programme in advance, had to confine 
themselves to careful generalities. Fine Gael, however, made it clear that 
whether they had a clear majority or not they would invite the leaders of the 
other Opposition parties to join in the formation of an inter-party govern- 
ment. Mr. Sean Mac Bride, the leader of the now virtually defunct Clann na 
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Poblachta, or Republican Party, went one better and called for a truce to 
party politics and the formation of an all-party National Government. This 
plea, which he repeated after the election, elicited no reply. The ordinary 
citizen may be excused for viewing this seemingly sensible suggestion with 
some suspicion. There is no machinery for controlling such a National 
Government by a referendum or otherwise and such control in any event 
could only be effective if deputies were free to vote according to their con- 
sciences without bringing down the Government. This is not now possible, 
In fact, having regard to the present set-up of our political parties, one might 
paraphrase Dr. Johnson’s famous advice to the Irish and say “Do not let 
them unite, Sir; they would unite only to rob you”! 

Towards the end of the election campaign the Irish Times addressed certain 
questions to Mr. de Valera and Mr. Costello, the answers to which revealed 
their respective attitudes towards the election issues. Mr. de Valera replied 
that if returned to power he did not propose to reduce the cost of living by 
increasing food subsidies, or to reduce present taxation or introduce a 
supplementary budget. He also declared that he would retain our financial 
link with sterling, implement the Health Act, and seek to reduce emigration 
and unemployment by increasing agricultural and industrial expansion and 
production. He was, he said, prepared to give our industries such protection 
as was necessary to enable them to produce efficiently, to expand, and to 
meet unfair foreign competition. He added that he did not believe in coali- 
tion governments which led to bad policies and bad administration, or 
through irresolution and indecision to stagnation. If he took office it would 
be only for the purpose of carrying out the policy of his party whether with 
or without the support of others. Mr. Costello replied that as regards the 
cost of living and taxation he would only promise to provide good govern- 
ment to the best of his ability. He proposed to guarantee the protection of 
industry as a permanent feature of our economy, to retain the link with 
sterling, to provide the best medical services for every member of the com- 
munity, and to reduce unemployment and emigration by the expansion of 
production. He was prepared to co-operate with other political groups in 
forming a Government whether his party had a majority over all others or 
not. Both leaders disclaimed any intention of seeking to change the P.R. 
system of election. These answers show how slender is the real difference in 
policy between our two principal parties, which are in fact divided only by 
personal animosity. In one of his final speeches Mr. de Valera stated that it 
was the duty of the statesman to find and adapt means to the desirable and 
attainable end and that neither Mr. Costello nor Mr. Norton had faced this. 
Mr. Costello in a radio address (a method of electioneering used for the first 
time in this election) said that what the people most urgently needed was 
jobs not doles and that his party’s programme was positive and constructive 
not negative and destructive. Proper housing, full employment, and full 
development of the country’s resources were unattainable without proper 
financial and economic policies. His election address aptly claimed that “a 
vote for Fine Gael will be calculated to strengthen the new Government and 
give it time to work out its policies”! In short, Fine Gael, true to its oppor- 
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tunist record, had no policy and waited on the event to find one. The Labour 
Party spokesmen made it quite clear, however, that they wanted more 
nationalization of industry and the control of credit, and that there would 
be no inter-party government unless Fine Gael agreed to their demands. The 
most amusing statement during the campaign was made by General Mac 
Eoin who claimed that his party, Fine Gael, had never been the “Common- 
wealth party” ! One may, therefore, be excused for wondering what the Civil 
War was about. 
The New Dail 
"THOUGH Mr. de Valera made a gallant fight and had the best of the 
argument, and although the policy of the Opposition was both nebulous 
and contradictory, the result was never in doubt. The combination of vested 
interests consisting én/er alia of the trade unions, the medical profession, the 
industrial “tycoons” and the civil service, which willy-nilly were determined 
on the Government’s destruction, could not be gainsaid.* Before the dissolu- 
tion the state of the parties was as follows: Fianna Fail 72; Fine Gael 45; 
Labour 15; Farmers 7; Independents 6; Clann na Poblachta 2. Asa result of 
the election the fifteenth Dail is constituted as follows: Fianna Fail 65 ; Fine 
Gael 50; Labour 19; Farmers 5; Independents 5; Clann na Poblachta 3. The 
Opposition parties had thus a gain of ten seats. As is usual under a system of 
P.R. the swing of the pendulum had been slight, but it was quite sufficient to 
eject Mr, de Valera’s Government from its already precarious position. In 
a terse comment on the result he said “The battle is over and the people have 
given their decision. The Coalition parties have a majority and can form a 
Government.”” General Richard Mulcahy, the titular head of the Fine Gael 
party, commented that the general election marked the end of an epoch and 
the beginning of a new one which would be characterized by confident co- 
operation. The first-preference votes, which are an infallible indication of 
political trends, showed that the changes had been slight. As compared with 
1951 the gains of the parties were: Fine Gael 78,881; Labour 8,626; Farmers 
2,377; and the losses: Independents 47,475; Fianna Fail 33,870; Clann 
na Poblachta 3,105. So far as these figures can be construed in political terms 
they indicate that the Independents and smaller parties are losing ground and 
that as between the two major parties the electorate preferred the frank oppor- 
tunism of Fine Gael to the conservatism of Fianna Fail. Two new parties 
representing the younger generation but without political experience failed 
to secure a seat. The only sensational defeat was that of Dr. Noél Browne in 
South-East Dublin. Formerly an Independent, he joined the Fianna Fail Party 
shortly before the election and this did not apparently find favour with his 
constituents. His fearless advocacy of a broad and persistent attack on ill 
health in general, and tuberculosis in particular, will pay rich dividends in 
the future, and if the doctors rejoice at the disappearance of their bé# noire 
the public may well mourn his defeat. 
As Mr. de Valera had burnt his boats on the question of an alliance with 
Labour the result of the election made an inter-party Government inevitable. 
All that now remained was for the Fine Gael leadersto find the lowest 


* See Tue Rounp Taste, No. 175, June 1954, p. 278. 
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common denominator of agreement with Labour. There was, therefore, no 
surprise when, after the usual secret conclaves, which included a national 
delegate conference of the Labour Party to ratify their leaders’ previous 
decision, it was announced that the leaders of Labour and Fine Gael had 
agreed on a joint programme. Apart from references to partition, national 
culture, agricultural production, protection, unemployment, emigration and 
house building, which are now common form, the only original proposals 
it contained were those to reduce the price of butter by a subsidy, to reduce 
taxation by eliminating extravagance and waste, to increase social welfare 
benefits, to remove the question of the health services from the field of 
acrimonious political discussion and improve their organization, and to safe- 
guard private enterprise as the mainspring of economic activity. As some- 
one uncharitably commented “‘All this and an inter-party Government too.” 
On June 2 Mr. Costello was accordingly elected Taoiseach by a majority of 
13 votes ovet Mr. de Valera (79 to 66). At the last moment the Farmers’ 
Party, after protracted discussion, agreed to join the Government. The 
election proceedings were enriched by General Mulcahy’s declaration that 
“the Irish people were the greatest ever placed in the world”. This left little 
more to be said. Mr. de Valera, however, imparted a note of reality to the 
proceedings by reminding us that Mr. Mac Bride’s proposed National 
Government would mean the stifling of opinion and healthy growth through 
difference and discussion. For the good of the country he would, he said 
prefer a Fine Gael or Labour Government to this uneasy union of the two. 

Mr. Costello’s Government, as subsequently announced, contained few 
surprises. Like the inter-party programme it was in effect “the mixture as 
before”. Mr. Norton, the leader of the Labour Party, emerged as Vice- 
Premier and Minister of Industry and Commerce. General Mulcahy, the 
Leader of Fine Gael, resumed the post of Minister of Education, and Mr. 
Blowick, the leader of the Farmers’ Party, became Minister for Lands. The 
redoubtable Mr. James Dillon is of course Minister for Agriculture, Of the 
remaining posts six went to Fine Gael nominees and three to Labour. Mr. 
Costello, as in the previous inter-party Government, is to act as Prime 
Minister without portfolio; his principal task will probably be that of 
mediator. Mr. McGilligan, who was Minister of Finance in two previous ad- 
ministrations, and could have held that office again, now becomes Attor- 
ney General. Mr. Mac Bride apparently declined office on the very proper 
grounds that his phantom party were not entitled to representation in the 
Government. Although he has promised his benevolent support to the new 
Government it is possible that he may play the part of candid friend or left- 
wing incorruptible in an effort to stage a political comeback. An interesting 
omission from Mr. Costello’s team is Mr. James Larkin, T.D., son of the 
famous “Jim”, who is the eminence grise of the Labour Party. No doubt he 
prefers to remain “‘a hurler on the ditch” who, as we say in Ireland, “sees 
most of the game”. The Fine Gael Party would certainly prefer his room to 
his company. The Government contains four new-comers who are all young 
men. The youngest of these is Mr. Liam Cosgrave, a son of Mr. William 
Cosgrave the first Prime Minister of the Irish Free State, who is Minister for 
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External Affairs. He has a pleasant personality and a courageous outlook 
which he showed when he challenged Mr. Mac Bride’s neutralist attitude on 
external policy during the first inter-party administration. The new Minister 
for Finance, Mr. G. Sweetman, is a well-known country solicitor who was 
the chief whip of the Fine Gael Party in the last Dail. 


I.R.A. Antics 


HE T.R.A. have celebrated Mr. Costello’s return to power by a reminder 

that they still exist. No doubt they were anxious to disprove his fatuous 
claim to have “taken the gun out of Irish politics” by declaring the Republic. 
On June 12 they carried out, presumably from their base in the Republic, a 
well-planned and daring raid on a barracks in Armagh, Northern Ireland. 
Relying on the rigidity and unimaginative nature of the military mind twenty 
men in a lorry entered the barracks in broad daylight and, having first over- 
powered the surprised guard, mounted a guard of their own in British 
uniform, They then proceeded to the armoury and took possession of several 
hundred rifles and automatic weapons. Not a shot was fired and no doubt the 
loot was speedily removed across the adjacent border. No one has been made 
amenable or is likely to be although the perpetrators must be well known. The 
Irish Government naturally remained dumb. Like Kipling’s Bandar Log the 
I.R.A. are both futile and mischievous. The arms taken in this raid are 
obviously quite useless without a large supply of ammunition which is not 
forthcoming, and had the military been alert the affair might have ended in 
serious bloodshed. In fact it has only served to exacerbate public opinion in 
Northern Ireland and has led to the reimposition of the Special Security 
Powers there. The artificial character of these I.R.A. antics is shown by the 
fact that at a public debate in Kilkenny on April 23 Colonel Topping, M.P., 
the chief Unionist whip in Northern Ireland and Mr. Douglas, the secretary 
of the Ulster Council, stated Ulster’s case during a public debate on Partition. 
They received a fair hearing and a cordial welcome from a large audience. A 
few days afterwards the Anti-Partition League held a meeting in the same 
hall—but it was empty ! 


The New Senate 
ia pee the general election a new Senate was elected in July by the 


usual complicated process. [The electoral college consists of the members 
of the Dail, the previous Senate and the county councils; the candidates being 
nominated by the Dail, Senate and various vocational bodies. The re- 
presentatives of the two universities are elected by the graduates direct. The 
party machines worked according to plan and the “consolation prizes” 
were distributed amongst rejected deputies and other worthy politicians.] 
The only remarkable result was the election of Mr. Liam Kelly, M.P. for 
Tyrone in the Northern Parliament, who is at present serving a sentence of 
imprisonment for a seditious speech. His candidature was sponsored by 
Mr. Sean Mac Bride and his election will further consolidate and reinforce 
the Northern view that we are impossible. 


Ireland, August 1954. 





PAKISTAN 
PROBLEMS OF PARTITION 


VER since the overwhelming victory of the United Front—a con- 

glomeration of diverse elements ranging from the right-wing Nizame- 
Islami to the Communist Ganatantri Dal—in East Bengal over the utterly 
discredited Muslim League, there were no illusions in West Pakistan about 
the stormy days ahead for the country. The utterances of responsible leaders 
of the Front—Mr. Fazlul Huq, Mr. Suhrawardy, Maulana Bhashani, and 
others—before, during, and after the elections had made it crystal clear that 
they had ideas which cut right across the ideology of Pakistan. The man in 
the street in East Bengal, thanks to the colossal maladministration of the 
ousted Muslim League Ministry, had become violently anti-Centre and more 
provincial and parochial in outlook. He had almost felt that with the depar- 
ture of the British, the only change that had come to him politically was a 
change of masters; and to his way of thinking politicians, industrialists, 
educationists, technicians, engineers, and others from West Pakistan were no 
more than a bunch of “foreigners” and “exploiters”. 

The United Front leaders seized on the situation and cleverly exploited it. 
They talked more in terms of the cultural affinity of the two Bengals and 
laid greater stress on what separated them from West Pakistan than on what 
united them. In their election manifesto they promised the electorates, inter 
alia, a greater measure of provincial autonomy—only defence, foreign affairs, 
and currency were to be conceded to the Centre—abolition of visas to India, 
devaluation of the Pakistani rupee, and the declaration of Bengali as one of 
the state languages of Pakistan. Flushed with their overwhelming victory 
they indulged in wild and wholly uncalled-for statements. Mr. Suhrawardy, 
one of the triumviri of the United Front, pronounced that East Bengal would 
henceforth rule Pakistan via Karachi. Others in the rank and file of the Front 
openly talked of the “artificial” barriers between the two Bengals. 

These developments naturally alarmed the people in West Pakistan. Senti- 
ments against India are more pronounccd in this part of the country than in 
its eastern wing, since the two major points of dispute with the neighbouring 
country—Kashmir and the canal waters—lie here. And for a province to talk 
of closer relationship with what is regarded as an unfriendly country, and 
to emphasize the cultural and ethnical oneness of Bengali Hindus and Mus- 
lims—the sub-continent was partitioned on the basis of the two-nation theory 
—at a time when not only hopes foran amicable and peaceful settlement of the 
Kashmir issue had once again been dashed, but the canal water dispute had 
again taken a serious turn, was generally considered a deliberate attempt on 
the part of the United Front to sabotage the unity of the country. 

Added to all this, East Bengal’s insistence on a too literal and narrow 
interpretation of democracy as the majority rule opened up all sorts of sinister 
possibilities. If the province were allowed to have its own way and ride 
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rough-shod over the parity principle between the two wings of the country, 
it would in fact mean that a small minority ruled a big majority. Almost 20 per 
cent of East Bengal’s total population is non-Muslim, mainly Hindus who, as 
the average Pakistani Muslim fears, have not yet reconciled themselves to 
the idea of Pakistan. He continues to be deeply suspicious that Pakistani 
Hindus look across the border for their inspiration. Not that he grudges a 
fair and generous treatment to the minorities, as was Quaid-i-Azam Jinnah’s 
wish and as is being provided for in the new constitution which is in its last 
stages of preparation, but he insists that to have the privileges of citizenship 
one has to fulfil also the responsibilities of citizenship. So far his suspicions 
have not been set at rest. While male Hindus continue to live in Pakistan to 
earn their livelihood, a large number of them send their families to India, 
where for all practical purposes they enjoy the privileges of Indian citizenship. 
As such the Pakistani Muslim is firmly averse from allowing himself to be 
ruled by a minority which is one-tenth of the total population of the entire 
country. 

Even if all this was overlooked, the fact remained that to give any one 
province perpetual hegemony over others nullified the basic concept of 
Pakistan. It is not the mutual agreement of the provinces which has composed 
this country. Were it so, the Punjab, Assam, and Bengal itself would never 
have been partitioned. Pakistan is the outcome of a single united movement 
of the Indian Muslims, which drew its inspiration from the belief that Islam 
levelled all differences of geography, culture, and race among its followers. 
As such Bengalis ceased to be Bengalis and Punjabis ceased to be Punjabis. 
They were first and last Pakistani Muslims and, therefore, no one province 
could claim for itself special privileges and safeguards. 


Fall of the Hug Ministry 


EARING this in mind West Pakistan’s alarm and uncompromising 
opposition to East Bengal’s demands become readily intelligible. Perhaps 
Mr. Fazlul Hug realized it and for a while he soft-pedalled. On his first visit 
to the Federal capital, as the Chief Minister of East Bengal, he expressed the 
desirability of a strong Centre to cope effectively with law and order in the 
province. Mr. Huq feared that the Communists, as a result of the elections, 
had manceuvred themselves into positions where they could influence the 
administration of the province. Later, on his return to Dacca, he spoke of the 
“sympathetic” attitude of the Centre towards the problems of East Bengal. 
These unexpectedly helpful statements on the part of Mr. Fazlul Huq 
relieved the tense political atmosphere in the country. But it was to be a very 
short-lived relief. Within the next few days Mr. Huq underwent a complete 
metamorphosis. In May last he visited Calcutta and gave a free rein to his 
tongue. He overshot the mark. At a reception in his honour he said that he 
hoped with the help of the people of India “to remove the artificial barriers 
that had been created between the two Bengals”. Referring to the partition of 
Bengal he said : “The Bengalis are bound by a common language and heritage 
and they have had age-long traditions. This commonness could not be done 
Ee 





402 PAKISTAN 


away with by political division of the country.” At another occasion soon 
after, he said: “I do not believe in the political division of the country. I am, 
in fact, not familiar with the two words, Pakistan and Hindustan. When I 
speak of India, I mean both countries.” 

Almost synchronizing with these outbursts on Mr. Huq’s part, there were 
reports of growing tension between Bengali and non-Bengali Muslims. The 
climax came with the riots in the Adamjee Jute Mills, in which the dead were 
officially put at more than 400. The Provincial Ministry did little to cope with 
the situation. It disregarded the Centre’s instructions. It was time for the 
Central Government to move in and Mr. Huq was summoned to Karachi. 

As the Centre—East-Bengal negotiations were continuing in the Federal 
capital, Mr. Hug, in an interview with two foreign correspondents, said: 
“Independence will be the first thing to be taken up by my Ministry.” He 
said that East Bengal was quite capable of defending its freedom. This 
seaied the fate of the negotiations and whatever slender hopes of an agree- 
ment there may have been were dashed to the ground. On May 29 the 
Ministry was dismissed and the curtain fell on one of the most dramatic 
episodes in Pakistan’s history. 

The big question now is: what next? With the dismissal of the Huq 
Ministry, only the symptoms of a deadly disease have been suppressed. But 
the disease is very much there. The little bits of news which do not reach the 
headlines are of greatest significance and importance. That Mr. Fazlul Huq, 
who has been repeatedly called a “traitor” by no less a person than the Prime 
Minister, should after his dismissal be elected unanimously as the President 
of the Dacca Bar Association is significant of continued trends. So far there 
has not been one from amongst the United Front rank and file to raise a 
finger against Mr. Hug. This is a further example of the temper of the people. 

The Central Government is truly faced with a colossal task in East Bengal. 
It is doing its bit. The administration, severely demoralized under pressure 
from petty politicians, is being geared up. General and substantial financial 
provisions have been made for the province to rehabilitate its economy. 
However, for the lack of a party which could carry its programme and policies 
to the masses at large, it cannot make much headway. The only party which 
in the past could deliver the goods was the Muslim League. But it is now no 
more than a dead horse. There have been talks of its revival. A convention 
was to be held at the end of July which, thanks to petty squabbles among 
Leaguers, has been postponed till November. The Leaguers have yet to rise 
above considerations of personal ends. It is all very well to hope for the best, 
but miracles have ceased to happen in the twentieth century. Already some 
important League members have resigned from the organization as a protest 
against intrigues and manceuvring for personal positions. 


The River Question 


NDO-PAKISTAN relations have been further strained by the opening of 
the Bhakra-Nangal irrigation system which enables India, should she so 
desire, to interfere seriously with the water supply of the River Sutlej to 
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Pakistan’s canals. It is a potential threat capable of turning 8,000,000 acres 
of fertile land into desert and depriving 5,000,000 Pakistanis of their means 
of sustenance. 

The Nangal scheme was envisaged, long before the partition of the sub- 
continent, as a part of a comprehensive scheme planned by British engineers 
to irrigate the vast deserts of the western portion of the sub-continent. And 
while Pakistan is well aware of this factor, which India is so opportunely 
emphasizing, her complaint is that the original scheme has been so developed 
and enlarged to meet India’s own requirements that it bears little resemblance 
to the prototype of the project. 

The partition of the Punjab left the upper reaches of the canals and rivers 
in India and the lower reaches in Pakistan. This put Pakistan’s irrigation 
system at the mercy of India. To offset this the Radcliffe Award had recognized 
the necessity for the joint control of the headworks which fell on the Indian 
side of the border. This has not been possible. Pakistan, therefore, naturally 
remains concerned. 

In 1948 India cut off the water supply to Pakistan. It was only restored 
after the two countries had signed an agreement by which India promised 
not to interfere with the supply of water to Pakistan, and Pakistan agreed to 
pay for it in advance. Ever since then, India has exploited the agreement 
to uphold her exclusive control of the waters. Pakistan denies that the upper 
of two riparian states has any such right over the river waters common to 
both countries. 

Mr. David Lilienthal, who toured the sub-continent in 1951, in an article 
said : 

1. Without water for irrigation, 20,000,000 acres in West Pakistan would dry up 
in a week, tens of millions would starve. No army with bombs and shell fire 
will devastate a land as thoroughly as Pakistan could be devastated by the 
simple expedient of India’s permanently shutting of the sources of water that 
keep the fields and people of Pakistan alive. 

2. India’s present course of drawing more and more water from the upstreams 
of these rivers will injure Pakistan and endanger peace. 

3. Pakistan’s present use of water should be confirmed by India. 


Mr. Lilienthal’s article attracted the World Bank’s attention and accord- 
ingly a Tripartite Agreement was concluded in March 1952, according to 
which India was not to curtail water supplies to Pakistan for her “existing 
uses”. Unfortunately India has not kept her word and, while the negotiations 
with the World Bank are continuing, she has gone ahead with the Bhakra- 
Nangal project. 

This step on India’s part has created the deepest resentment in Pakistan. 
The situation is replete with dangerous possibilities. The crisis is feared in 
September. Just now, with the monsoons on, the rivers contain more water 
than either India or Pakistan can use. 


Pakistan, 
August 1954. 





CANADA 


A TRANQUIL SESSION 


HE first session of Canada’s 22nd Parliament, which ended on June 26, 

was one of the longest on record and also one of the most tranquil. The 
Liberal Ministry of Mr. St. Laurent started it with the confidence begotten of 
a renewal of its mandate with a decisive parliamentary majority; and all the 
parties in opposition were disposed to content themselves with comparatively 
mild criticisms of its policies and await the emergence of issues which would 
give them better opportunities for challenging it than were immediately 
available. Moreover, the most important items of the sessional programme of 
legislation, the two measures designed to improve the efficiency of Canada’s 
banking system and the Bill which revised the Criminal Code, had only a few 
controversial features and the main work in connexion with these Bills was 
accomplished by committees whose discussions were usually conducted in a 
non-partisan spirit. So there were very few acrimonious debates and it 
was only on a few issues like unemployment and the marketing of grain 
that the criticisms of ministerial policies had a really sharp edge. 

Apart from the Bills mentioned above, the legislative output of the session, 
if not of major importance, was very substantial. Authority was secured for 
a generous increase in the remuneration of the members of both Houses, the 
creation of a new department of Northern Affairs and Natural Resources, 
and for the Board of Transport Commissioners to exercise jurisdiction over 
all companies authorized to construct or operate interprovincial or inter- 
national pipe-lines for oil or gas; the National Housing Act was revised and 
broadened in scope for the purpose of increasing the supply of mortgage 
money available for people of moderate incomes who aspired to build their 
own homes; another instalment was added to the Government’s programme 
of social security by the provision, in partnership with the provincial govern- 
ments, of pensions for disabled persons over the age of 18 who could prove 
the need for them; and an Act was passed providing diplomatic and consular 
immunities for representatives of other countries of the Commonwealth 
stationed in Canada. A situation created by a decision of the courts that 
extraprovincial highway transport was under the jurisdiction of the Federal 
Parliament was remedied by legislation, which entrusted the regulation of 
both interprovincial and international highway transport to the provincial 
agencies established for the control of local transport; and there was the 
usual crop of minor amending measures, But the Government refused to 
yield to strong pressure from the C.C.F. to fulfil its pledge to inaugurate a 
national system of health insurance, on the ground that the time was not ripe. 

One regrettable feature of the session was the apparent reluctance of the 
French-Canadian private members on the Liberal side to intervene in debates 
in which the special interests of Quebec were not involved. They provide 
about a quarter of the total membership of the House of Commons, but 
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day after day would elapse without a word uttered by any of them; their 
quiescence in debate is generally ascribed to a realization that few of the 
English-speaking members pay any attention to speeches delivered in 
French, because they do not understand them, and to an unwillingness to 
expose their own imperfect command of English. But French-Canadian 
prestige at Ottawa was admirably upheld by the new Speaker, Mr. René 
Beaudoin, who is rated the best occupant of his office for many a long day. 
Equally fluent in French and English, not only has he acquired during his 
first session a real mastery of the rules of Parliament, but he has been 
scrupulously fair in his interpretation of them and has ruled the House of 
Commons with a firm hand, never hesitating to check members, even the 
Prime Minister, when they strayed into irrelevancies. 

During the latter part of the session Prime Minister St. Laurent, by the 
passivity of his leadership of the House of Commons and the rarity of his 
interventions in debate, gave the impression that he was a tired man, whose 
physical vigor had been at least temporarily impaired by the strain of his 
aerial tour of the world earlier in the year; and his followers are hoping 
fervently that a long holiday this summer will reinvigorate him and avert the 
possibility of his early retirement. So the main burden of expounding and 
defending the policies and actions of the Government was carried by Mr. 
Abbott, Minister of Finance, Mr. Howe, Minister of Trade and Commerce, 
and Mr. Martin, Minister of National Health and Welfare, and they received 
valuable help from two junior colleagues, Mr. Sinclair, Minister of Fisheries, 
and Mr. Lesage, Minister of Northern Affairs and Natural Resources, who 
both enhanced their parliamentary reputations. 

As leader of the official opposition, the Progressive-Conservative Party, 
Mr. Drew displayed an industrious energy, which won the admiration of all 
parties; and his most effective lieutenants were Mr. J. M. Macdonnell, Mr. 
Fulton, Mr. Green, and Mr. Fleming. But the smouldering friction between 
the partisans and critics of Mr. Drew deprived his party of the unity which is 
essential for the success of an opposition, and it continued to suffer from its 
fundamental disability, the failure to evolve a positive coherent programme, 
which would offer an attractive alternative to the policies of the Liberals, 
while the endorsement of the claims of Premier Duplessis of Quebec re- 
mains a risky gamble. Meanwhile the task of improving the party’s organi- 
zation has been entrusted to a new Chairman, Mr. George Hees, M.P., a 
young and energetic member, who was educated at the universities of 
Toronto and Cambridge, had a fine war record, and holds very progressive 
views. 

The progress of the session confirmed the impression that the C.C.F., 
thanks to its new recruits, had become as strong in debating power as 
the Progressive—Conservatives, who are more than twice as numerous, and it 
was continually seizing its advantage of being able to advocate policies 
which were a real alternative to the concepts of Liberalism. It also renewed 
without success its campaign for divesting Parliament of responsibility for 
divorce cases from Quebec and Newfoundland. The Social Credit Party 
played an insignificant role throughout the whole session and became so 
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embarrassed by the increasing eccentricities of its ex-leader, Mr. Blackmore, 
that at one time it contemplated his expulsion from its ranks. 


Cabinet Reconstruction 


MMEDIATELY after the close of the session the retirement of three of 

his senior Ministers compelled Mr. St. Laurent to undertake a drastic re- 
organization of his Cabinet. Mr. Douglas Abbott, who had been Minister of 
Finance since 1946, resigned to become a judge of the Supreme Court of 
Canada; Mr. Lionel Chevrier, Minister of Transport since 1945, had to 
abandon politics when he took the Chairmanship of the St. Lawrence Seaway 
Authority; and Mr. Brooke Claxton, Minister of National Defence since 
1946, will follow their example when he becomes in the near future the chief 
Canadian executive of the Metropolitan Insurance Company of New York. 
Undoubtedly Mr. Abbott, by preferring a judicial career, deliberately re- 
nounced an excellent prospect of becoming leader of the Liberal Party and 
Prime Minister when Mr. St. Laurent retires, because he had an admirable 
record as Minister of Finance, enjoyed the confidence of the financial and 
industrial communities, and was popular with the French-Canadians; his 
departure will be a serious loss for his party. It will also miss Mr. Chevrier, 
who has proved himself a competent parliamentarian and administrator; 
as the French-Canadian occupant of a seat in Ontario who was on good terms 
with his English-speaking colleagues from that province, he was useful in 
preventing racial friction inside the Liberal Party. But Mr. Claxton has been 
the most unpopular member of the Cabinet with the Opposition and his man- 
agement of the Department of National Defence has in recent years been 
under constant attack by the Opposition on the ground that it was inefficient, 
extravagant, and wasteful. He has been, however, the most vigorous spokes- 
man of left-wing views in the Cabinet and one of his party’s best campaigners 
in elections. Obviously the St. Laurent Ministry will be materially weakened 
by the loss of three such experienced politicians and competent debaters, for 
their substitutes will have to pass the tests of office successfully before they 
can enjoy the same prestige and authority in Parliament and the country. 

As successor to Mr. Abbott in the Ministry of Finance, the Prime Minister 
has chosen Mr, Walter Harris, who entered the House of Commons in 1940 
and has been Minister of Citizenship and Immigration since 1950. Mr. 
Harris has been an earnest and industrious member and Minister and his 
admirers claim that he would be the best possible successor to Mr. St. 
Laurent as Liberal leader, because he is what is called a “grass roots” poli- 
tician from Ontario and is more firmly anchored than many of his Ministerial 
colleagues to the traditional moorings of Canadian Liberalism. During the 
past session he has deputized for the Prime Minister as leader of the House 
of Commons and, while he has been conspicuously fair to his opponents, his 
speeches have been of a humdrum nature without any marks of real elo- 
quence; as a result, he has still to achieve an ascendancy in the Commons and 
to convince the voters that he is a potential leader. But, as the representative of 
a purely rural constituency, he can be expected to show greater consideration 
for the agricultural than for the industrial interest and, in framing the tariff 
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policy of his Budgets, to make a firmer resistance to the mounting demands of 
domestic manufacturers for better protection against foreign competition 
than Mr. Abbott would possibly have offered. The promotion of Mr, Harris 
also makes him, as the result of the retirement of Mr. Abbott, the most for- 
midable rival of Mr. Pearson, the Secretary for External Affairs, for the future 
leadership of the Liberal Party, but Mr. J. W. Pickersgill, who entered the 
Cabinet a year ago from the Civil Service, has also to be reckoned with. The 
latter has now been promoted from the Secretaryship of State, the lowliest 
post in the Cabinet, to the Ministry of Citizenship and Immigration, in which 
he will have greater scope for his talents and the gratification of his ambi- 
tions. So far Mr. Pickersgill has not been a success in Parliament, for he is a 
clumsy speaker and too fond of engaging in petty partisan wrangles. But his 
long service as private secretary, first of the late Mackenzie King and later of 
Mr. St. Laurent, has given him an informed knowledge of Canada’s basic 
problems and their troublesome complexities. Moreover, he was such an apt 
and diligent student of Mr. King’s superb technique in the appraisement of 
public sentiment and in the arts of political manipulation that no other 
Minister has the same expertness in them. Furthermore he enjoys special 
favour with Mr. St. Laurent and it can be assumed that he will henceforth 
play an important réle in shaping the policies of the Liberal Party. 

Mr. R. O. Campney, Q.C., who entered Parliament in 1949 and has since 
1953 combined the offices of Solicitor General and Associate Minister of 
National Defence, now takes full charge of the latter department, but he has 
made no reputation so far in office and as one of the two representatives of 
British Columbia in the Cabinet has been completely overshadowed by his 
abler colleague, Mr. James Sinclair, the Minister of Fisheries. The two recruits 
to the Cabinet, both from Quebec, are Mr. Roch Pinard, a barrister, who 
entered Parliament in 1945, and Mr. George Marler, a notary of Montreal, 
who become respectively Secretary of State and Minister of Transport. Mr. 
Pinard, in the rdle of parliamentary assistant to Mr. Pearson, has been his 
efficient deputy and has impressed the House of Commons with his ability 
and liberal outlook upon international problems and, as he is a good speaker, 
he ought to be a useful Minister. The merits of Mr. Marler, who will represent 
the English-speaking elements of Quebec in the Cabinet, for his new office 
are more dubious, for his political experience has been confined to the 
provincial legislature of Quebec, in which he served for some years as Liberal 
leader, until he was discarded in favour of a French-Canadian, Mr. Lapalme. 

This reorganization of the Ministry has had a very critical reception in 
Ontario, since it deprives this province of one of its six representatives in 
the Cabinet and leaves it with only five Ministers, while Quebec with a sub- 
stantially smaller population has six. The dissatisfaction is particularly acute 
in Toronto and the adjacent communities, which although they contain be- 
tween them a million and a half inhabitants, or one-tenth of Canada’s popula- 
tion, have been without a spokesman in the Cabinet for a good many years; 
and by passing over the strong claims of Colonel David Croll, the senior 
Liberal member for Toronto, Mr. St. Laurent is being accused of failing to 
fulfil a specific pledge to remove this grievance. 
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Opposition Unrest 

HOUGH the Liberal Cabinet is weakened in its membership, its position 
at the moment is strengthened by the internal troubles of the Progressive— 
Conservative Party, who offer the only serious challenge to its ascendancy, 
The murmurings of discontent with the leadership of Mr. Drew, which have 
been previously mentioned*, have now been fanned into the flame of open 
revolt against it by a large section of his party in British Columbia. Mr. Drew, 
a singularly handsome man, seems on the surface to have admirable qualifi- 
cations for the successful leadership of a political party. Politics are in his 
blood and, beginning with the mayoralty of his native city of Guelph in 
Ontario at the youthful age of 29, he has had a long experience of public life 
and had a very creditable record as Premier of Ontario from 1943 to 1948. 
Of Mr. Drew’s tireless industry and ardent zeal to serve his country according 
to his lights there is no question, and since 1948 he has led the official Opposi- 
tion at Ottawa with vigor and dignity and shouldered a tremendous burden 
of speechmaking. He has a fine voice and can marshal arguments effectively, 
but all his speeches are in a deadly serious vein, rarely lightened by touches of 
humor and telling phrases, and as a result they do not stir his audiences to 
enthusiasm. But since first-rate orators are very scarce in Canada today this 
disability would not be serious if Mr. Drew had not been denied the qualities 
which make for personal popularity. He is naturally a courteous man, who 
wants to be friendly with everybody, but unfortunately an air of self- 
satisfaction and cocksureness in his general demeanour antagonizes the public 
and impairs his potentialities as a vote-getter. Moreover, he has on various 
occasions displayed a fatal gaucherie in his dealings with influential figures in his 
own party, and he has also alienated a large number of staunch Conservatives 
by his espousal of the cause of Premier Duplessis about rights of taxation, 
because they regard the latter as a persistent disturber of national unity anda 
sworn enemy of Canada’s connexion with Britain. Sothe number of Mr.Drew’s 

critics and even enemies within his own party has been growing steadily. 
Now Mr. Deane Finlayson, its provincial leader in British Columbia, has 
openly accused Mr. Drew of damaging his prospects of success in the last 
provincial election by trying through 4 secret agent to make a deal with the 
local Social Credit Party, on the basis that if the latter were not seriously 
opposed by the Progressive—Conservatives in the provincial arena they would 
show a reciprocal forbearance towards Mr. Drew’s candidates in the Federal 
election. This charge may not be true, but it moved two former Conservative 
members of the provincial legislature and a defeated candidate to renounce 
their allegiance to Mr. Drew and join the Social Credit Party; and at a stormy 
meeting of the executive committee of the Progressive—Conservative Associa- 
tion of British Columbia, held at Vernon on July 17, the outraged Mr. 
Finlayson secured by the decisive majority of forty to twenty-four the passage 
of a resolution of non-confidence in Mr. Drew’s leadership. The partisans of 
Mr. Drew, who included his three supporters at Ottawa from B.C., there- 
upon walked out of the meeting and left Mr. Finlayson to sound the loud 


* See THE RouND TABLE, No. 175, June 1954, p. 291. 





CANADA 409 


timbrel of triumph with the prediction that within two years Mr. John 
Diefenbaker, Q.C., would replace Mr. Drew as the party’s leader. 

A similar mutinous spirit in Manitoba has recently resulted in a successful 
rebellion against the provincial leadership of Mr. Errick Willis, an admirer of 
Mr. Drew, and he has been replaced by Mr. Duff, who takes a dark view of 
his chief. Mr. Duff is an energetic young politician, who represents a faction 
of his party that has been demanding a national convention for the purpose 
of discussing its leadership and of overhauling its policies and organization. 
Moreover, it is well known that the same misgivings about Mr. Drew exist 
among many of his followers in Saskatchewan and Alberta, and his relations 
with the Progressive-Conservative Ministry of Mr. Frost, which is in power 
in Ontario, have been cool for some years past. 

When Mr. Drew, before he left Ottawa at the close of the session for a 
holiday in Europe, was questioned about the demand for a national conven- 
tion of his party, he deprecated the idea and pointed to the unanimous vote of 
confidence which he had received last March at the annual conference of the 
National Progressive—Conservative Association of Canada. But he will return 
to face the menace of an open revolt in British Columbia, now the third 
largest province; and the discomfort of his situation will not be alleviated by 
the attitude of the Toronto Telegram, which has been his steady supporter. In a 
recent editorial, written before the resolution of no confidence was passed at 
Vernon, the Te/egram declared that the disunity in the Progressive—Conserva- 
tive Party could no longer be glossed over because it was impairing its 
efficiency for the performance of the proper functions of an Opposition and 
its chances of regaining the confidence of the voters. It refrained from 
advocating the displacement of Mr. Drew, but it told him bluntly that he 
would be impotent to make any headway as long as the present discords pre- 
vailed and that in the interests of his party and himself he should arrange 
without delay for a national convention, at which he could meet the challenge 
of his enemies and by either defeating them or being vanquished escape from 
an unhappy predicament. 

Mr. Drew can hardly afford to disregard such advice from this friendly 
quarter, but he may decide to postpone any decision about it until the five 
Federal by-elections, made necessary by the retirement of the three Ministers 
and by two deaths, are held. Four of the vacant seats were won by the 
Liberals in 1953, and while one of them is counted safe for them, all the other 
three are very vulnerable. If in the light of the recession in economic activity 
and the resulting unemployment the Progressive—Conservative Party does 
not win some of these three seats, it will be impossible for Mr. Drew to resist 
the demand for a national convention and he will be lucky if he can survive it. 

Canada, 

August, 1954. 





AUSTRALIA 


THE FEDERAL GENERAL ELECTION 


N 1949, after eight years in Opposition, Mr. Menzies, leading the Liberals 

and aided by the Country Party, was swept into power after a dramatic 
swing in the Federal Elections of that year in which eleven Labour members, 
including four Ministers, lost their seats. In 1951 and again on May 29 of 
this year the electors, with somewhat more hesitancy but still with sufficient 
certainty to produce effective government, decided to retain the same parties 
in office. In the recent struggle, in which Mr. Menzies and Dr. Evatt were the 
chief spokesmen of the main contending parties, Independents were of no 
real importance and Communist candidates as usual lost their deposits. 

Of the numerous issues raised in the policy speeches and debated during 
the campaign, several were constantly brought to the forefront, and on these, 
substantially, the election was fought. So far as the Government was con- 
cerned it was said that the present prosperous state of the nation showed the 
result of its past policy and the prospect of sound progress in the future 
justified its return; on Labout’s part, elaborate increases in social benefits and 
the abolition of the means test for the old-age pension in particular con- 
stituted the principal offering to the electors. Mr. Menzies, in a phrase that 
over-simplified the situation, described the choice for Australians as being 
between “business-like management and wild cat finance”’. 

Propaganda and argument on both sides were directed constantly to recent 
history. The Government claimed that the economic problems during its 
years in office had tested it and proved its worth, whilst the Labour Party 
said that these problems had either arisen from bad government or had not 
been effectively met, the present prosperity being quite fortuitous. 


The Menace of Inflation 


AR-TIME reponsibilities had increased the powers of the Federal 

Government. It was an interesting aspect of the election that the reten- 
tion by the Commonwealth of new spheres of influence assumed during the 
war, and the continuance of the system of uniform taxation, both matters of 
the utmost importance, were scarcely debated. Unquestionably the greatest 
of the post-war problems was that of inflation, which, coupled with problems 
of international trade balances, had produced a situation that was always 
dangerous and was at times close to crisis. The series of sharp increases in 
prices for Australian wool, the necessity of absorbing a constant stream of 
immigrants, the exigencies of the international situation which put defence 
expenditure as a high priority, rapid industrial expansion and a shortage of 
labour and materials, produced strong inflationary trends. In one regard the 
Federal Government was powerless, by reason of its constitutional limita- 
tions, to interfere with an important aspect of the problem, namely decisions 
of the Commonwealth Arbitration Court on wages and hours of work. These 
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decisions, whether they were right or wrong having regard to the economic 
welfare of the community, helped to reinforce general intiationary trends. 
The Court had reduced the standard working hours from 44 to 40 a week 
coincidentally with a period when production was inadequate to the demands 
of a growing community, and in 1950 had granted, in a special review of the 
basic wage, an increase of 20s. a week. The basic wage in Sydney, which was 
815. in 1939, was 2435. in May 1953 as a result of this increase and successive 
quarterly reviews. The Government had taken positive steps, however, in 
an attempt to prevent the Australian pound from losing its value. For a time 
it imposed a 20 per cent tax prepayment levy on wool growers, which 
absorbed part of the increase in the latter’s income. This measure lost some 
of its effect by being somewhat belated and was unpopular with the interests 
so affected. In its budget for 1951-52 it had increased taxation in relation to 
personal income tax, company tax, excise duties and sales taxes. This was 
described by its supporters as courageous and necessary and by its opponents 
as “the horror budget”—a phrase frequently heard in this recent election. 
In 1952, following a recession in wool prices after March of the previous 
year, a greater volume of deliveries from oversea manufacturers, an over- 
ordering by some Australian importers, severe droughts in eastern Australia 
and other factors had produced an increasingly adverse trade balance. In the 
result, in six months Australia’s international currency reserves declined 
from £A843 million to £A544 million by the end of 1951; and in the early 
part of the following year the Commonwealth Bank’s holdings of oversea 
assets declined at the rate of 40 million pounds per month. In this critical 
situation the Government applied severe import restrictions by reintroducing 
a strict licensing system. This naturally resulted in some economic hardship 
and called for a period of readjustment. The Government was severely 
criticized for applying so drastic a remedy too suddenly. 

These measures, however, together with the maintenance of high prices for 
exports, produced an export surplus of £A171 million in 1952-53 and, even 
after a relaxation of the import restrictions, it is apparent that in the current 
year there is a small surplus on the balance of payments as a whole. In 
addition to the happy situation of this external recovery there has been an 
arresting of the spiral of wages and prices. The Federal Arbitration Court on 
September 12, 1953, suspended quarterly adjustments of the basic wage. (The 
employers had applied for a reduction.) The cost-of-living figures for the 
quarter ending in March showed, throughout the whole of the Common- 
wealth, either stabilization in some States or a downward turn in the others. 
For example in Victoria, where under State legislation 400,000 workers in- 
cluding State public servants have their wages and salaries varied according 
to the rise and fall in the cost of living based on the Commonwealth Statisti- 
cian’s figures, there was a drop of 1s. a week from the first pay period in May. 
In addition to the items on which these figures are calculated, there has been 
a downward trend in the prices of consumer goods generally. Whilst in 1952 
there had been some unemployment, due to particular economic problems of 
the time in certain localities, by April of the following year it was only 1 per 
cent and thereafter fell below that figure. 
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The recovery by deflationary measures from the situation of 1952 was 
remarkable for its smoothness, and the present high level of economic 
activity is unquestionable. Whilst it is true that this is due in large measure 
to comparatively high and stable export prices, to a flexible banking policy, 
to greater efficiency in business management and to improved relations be- 
tween employer and employee, the Government did seem entitled to claim 
great credit for its resolution and wisdom in its direct handling of the parti- 
cular aspects of the problems, for maintaining general confidence and for a 
policy aimed at restoring the balance between primary and secondary 
industries.* 

For these reasons Mr. Menzies was able to open his successful election 
campaign with words as sound in substance as they were effective in oratory : 
“Australia’s finances have never been more solid, her prosperity never more 
noticeable, and her Treasury never more solvent.” 


Opposition Promises 


EFORE Mr. Menzies delivered his policy speech Dr. Evatt had indicated 

that Labour would, amongst other things, abolish the means test com- 
pletely and would give taxation relief by restoring the 40 per cent initial 
depreciation allowance on capital expenditure made by industry. The Prime 
Minister, however, declined to match these promises with equal generosity, 
confident in his belief that the electors would prefer “‘a steady progress on 
sound foundations to taking a chance of getting something for nothing”. 
He did not, however, rest his case only on past achievements, though these 
were emphasized both in relation to the general economic health of Australia 
and to the social benefits his Government had given. Pension rates had 
increased by {1. 75. 6d. a week, free medical treatment and medicines for 
pensioners had been introduced, free milk was supplied to 800,000 school 
children in all States, free drugs from a special list had saved the sick in 
Australia £8 million a year, a scheme of combined government and insurance 
benefits permitted patients to receive substantial reimbursement of doctors’ 
fees and hospital expenses, generous allowances to sufferers from tuberculosis 
had been introduced. For the future Mr. Menzies indicated a programme 
which he claimed would enable the people to benefit from the nation’s 
prosperity. The means test for pensions would be modified in relation to 
both property limits and permissible income; the Government would ad- 
vance a maximum of {2,750 instead of £2,000 for the purchase of existing 
homes under the War Service Homes Act and would assist not only ex- 
servicemen but other tenants of State Housing Commission houses to put- 
chase them on 10 per cent deposit with long-term repayment; it would 
subsidize up to £1,500,000 a year on a pound-for-pound basis the cost of 
homes built by churches and charitable bodies for the aged; research into 
health problems would continue in Commonwealth institutions. Taxes had 


* Many manufacturing interests are opposed to any further relaxation of import con- 
trols on the ground that Australian costs are already too high to enable Australian 
industries to withstand an increase in competition from abroad. 
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been substantially eased in the last budget without any consequent increase 
in costs or prices. Mr. Menzies said that the Government “could confidently 
look forward to making still more tax cuts in the first budget in the new 
Parliament”. At a later stage in the campaign he said that his Government 
would “go to the limit” in this reduction and would examine income tax, 
sales tax and depreciation allowances. 

Dr. Evatt’s policy speech had three particular characteristics. First, in no 
uncertain way he abandoned Labour’s formal and traditional socialist objec- 
tive. “Labour supports private industry, which is primarily the field for 
private enterprise”, he said, thus putting himself in the position of ignoring 
the first item of Labour’s platform: “The socialization of industry, produc- 
tion, distribution and exchange.” In support of this he promised substantial 
advantages to industry such as large initial depreciation allowances and 
review of Company Taxation. It is reported that one Labour parliamentarian, 
present at the meeting, said: “There is much in the speech that is not Labour 
policy and it will become Labour policy only if we win.” Secondly, some of 
the speech was concerned with broad matters of policy which impressed 
many of his listeners as “an inspired vision of a crusade for the development 
of Australia”. “Labour sees Australia as a growing nation integrally asso- 
ciated with the British Commonwealth, living in peace with other nations, 
associated very specially with the United States in all Pacific matters, destined 
under Divine Providence to be truly great.” Thirdly, and most important 
to the subsequent events of the election struggle, he promised enormous 
benefit to all sections of the community. He pledged his party if elected to 
abolish the means test within three years and pending abolition immediately 
to raise the age pension tos. to £4 a week and raise a pensionet’s permissible 
outside income from £2 to £6 a week; all other pensions, child endowment, 
maternity allowances, would be substantially increased; home building 
would be promoted by instructions to the Commonwealth Bank to make 
maximum advances of £3,500 at 3 per cent interest, repayable over 45 years 
with a reduction of the deposit to 5 per cent; Sales Tax would be abolished 
on household furniture and equipment; the Commonwealth Bank would be 
asked to make cheap credit available for hire purchases; Commonwealth 
medical benefits would be extended to all persons whether insured or not; 
original investors in government securities now at a discount could have 
them accepted at iheir full face value when the investors wished to use them 
to pay tax; income on bonds up to £1,000 would be free of income tax. “We 
will give only one directive to the Commonwealth Bank—that it is to provide 
credit necessary for an expanding economy”, he said. 

As indicated earlier, the means test and, to a lesser extent, the other social- 
service promises became the most hotly contested of all the issues and were 
clearly expected by Labour to carry them to victory. They were described by 
one critic as “‘a crudely blatant and naked bid for power”. Mr. Menzies, who 
ultimately estimated the cost of the fulfilment of Labour’s election promises 
as £371 million* in the first year, said that it could not be financed without 


* The deputy leader of the Labour Party’s estimate was that the amount involved 
would not exceed £200 million. 
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disastrous inflation and he charged the Leader of the Opposition with being 
“as innocent of financial knowledge as a frog is of feathers”. “He offers this 
policy for your votes and your destruction”, he said. Sir Arthur Fadden in 
delivering a policy speech for the Country Party at a later date devoted a 
great deal of it to elaborate criticism of the financial implications of so 
beguiling an offer. It was somewhat ironical that the late Mr. Chifley was 
called in aid of the Government by means of a quotation from Hansard in 
which he said: “It is of no use attempting to fool people with promises (on 
the abolition of the means test) .. . I have never been able to bring myself 
to make rosy promises which in my own heart I knew were not true and 
could not be put into effect.” At the Victorian Labour Conference on June 13, 
Senator Kennelley, who was also secretary of the party, said that caucus had 
not endorsed the proposal, whereat Mr. Calwell replied that it had been 
discussed in caucus and caucus had accepted it. Dr. Evatt declined to estimate 
the cost of these promises. He was positive, however, again and again, that 
the money could and would be obtained. 


Defence 


A cgi Dr. Evatt promised to reorganize defence under a National 
Defence Minister and a National Defence Chief-of-Staff, and although 
there was some criticism in general terms of the Government’s defence policy, 
this issue did not assume a great deal of significance in the speeches of 
members of any party. This was to a large extent due to the fact that on 


April 11 the Minister for Defence outlined changes in the policy of the 
Government in this regard. The new programme is to “weight the defence 
effort in favour of the R.A.A.F.”. The Navy will concentrate on surface anti- 
submarine ships and the R.A.A.F. will co-operate with fleet air cover. Both 


the Navy and the R.A.A.F. would be predominantly on permanent footings. 
The Minister said: 


Australia cannot maintain three permanent forces well. Since the army is pre- 
dominantly a citizen force and its strength is being built up through National 
Service to its mobilization target of 115,500, the size and cost of the permanent 
army is to be reviewed. The achievement of this objective cannot be fully 
realized while the present commitments exist in Korea. 


It would seem that this forestalled the Labour Party in what would have been 
a major point in its election policy, and as a result the Government and the 
Opposition entered the election campaign with similar defence policies. 
During the whole of the election campaign the military situation in Indo- 
China was headline news. The implication of this struggle far outweighs the 
immediate question of domestic problems. Surprisingly enough, however, 
little or nothing was said about it by either party despite the fact that, within 
a short time, the Government could be faced by the problem of what troops, 
if any, would be sent to this inflammatory area. Not only were the party 
spokesmen silent; nobody seemed concerned to seek an expression of opinion. 
Perhaps this is understandable having regard to the uncertainty, not to say 
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the confusion, that has characterized the Indo-Chinese policies of the Western 
Powers. The fact remains that Australian citizens seemed, for the most part, 
indifferent as to the attitude of the two Australian parties in the matter. Mr. 
Casey was twice reported to have said that he could not be committed to a 
policy of intervention on the eve of an election: even then nobody appears 
to have asked him what he would do if his party returned to power. The 


apparent apathy of everybody with a voice to be heard was one of the more 
depressing phenomena of our recent public life. 


The Petrov Case 
\ X 7 HILST Communism had proved so significant a factor in the Common- 


wealth’s recent political history, it was not argued as a dominant issue 
so much in this as in earlier elections. Its general importance, however, was 
obvious, although it is difficult to assess the votes cast because of it. Whilst 
the electors had refused, by a very small margin, to amend the Constitution 
to empower the Commonwealth Government to destroy by direct legislation 
organized Communism both as a party and by its members’ actions within 
the trade unions, all classes of citizens have a profound dislike for an ideology 
that would cut across their manner of living and their basic beliefs. For this 
reason both the “Petrov affair” and Communism generally must have had 
some weight in determining the outcome of the election. After Vladimir 
Petrov, nominally a relatively humble Third Secretary in the Russian Em- 
bassy, but actually an official of importance in the Soviet intelligence system, 
chose to disclose his secrets in return for political asylum and personal 
freedom, the Commonwealth Parliament rushed through, in the last moments 
of its pre-election life, legislation for a Royal Commission to investigate his 
promised disclosures, Soon afterwards Mrs. Petrova sought to join her hus- 
band and was released from her Soviet escorts by the firm yet tactful action 
of Commonwealth officers in Darwin in circumstances that attracted universal 
attention. Although it had been predicted that the opening session of the 
Commission on May 17, in the midst of election campaigning, would have 
direct political consequences, nothing of the sort happened. Mr. Windeyer, 
Q.C., Counsel assisting the Commission, in a superbly objective address, 
discussed the pattern of Communist espionage and the nature of the evidence 
that he would call, but he mentioned no names and said nothing that involved 
one political party more than another. The situation, however, could only 
have favoured Mr. Menzies. In the first place, the wise handling of Mrs. 
Petrova’s difficulties, so widely publicized, had resulted in praise for him 
both within and beyond Australia. Secondly, and most importantly, it revived 
a general sensitiveness to the significance of Communism in action. Thus, 
although the Petrov case was not brought directly into the political arena to 
any great extent, its indirect effect was important in a number of ways. Sir 
Arthur Fadden was quick to take advantage of the feelings of the people 
when, in his policy speech, he challenged the ability of the Labour Party and 
Dr. Evatt in particular to deal with Communism as either a political or an 
industrial force. He put a series of skilful questions to the leader of the 
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Labour Party tending to show that in the past he, Dr. Evatt, had shown too 
much indulgence both to the Communist Party and to individual Com- 
munists. Dr. Evatt was very angry about this and in a series of bitter speeches 
attacked Menzies and Fadden as “the vilest slanderers and smearers”. He 
denied any association with or respect for Communism and reminded the 
electors that he had fought against it in the United Nations over the Russian 
veto. It is likely, however, that Sir Arthur Fadden’s questions, coming when 
they did, took many votes from Labour. A further embarrassment to Dr. 
Evatt was the campaign of the Communist Party, on the very eve of the 
election, to induce its supporters to distribute their preferences in favour of 
the Labour Party and otherwise to become the ally of the latter. 


The New House 


N the new House the strengths of the parties will be: Liberal 47, Country 

Party 17, Labour 57, giving the Government a majority of 7. After the 1949 
election the position was: Liberal 55, Country Party 19, Labour 47. In 1951 
the Liberals lost three seats and the Country Party two, in each instance 
to Labour, so that the party strengths were then Liberal 52, Country Party 17, 
Labour 52. In a subsequent by-election another Liberal seat was lost to 
Labour. The Government has therefore suffered a net loss of four seats in 
this recent election when the Liberal Party lost five seats, one in each State 
except Victoria, and gained one in the latter. 

The total votes cast in each State are as follows: 





Govt. A.L.P. Comm. Ind. Total 





Victoria . : ‘ : $91,568 643,046 12,556 — 1,247,170 
Queensland. ; : 374,800 292,510 6,755 17,811 691,876 
Western Australia . . 150,420 134,262 1,878 9,521 296,081 
South Australia ; . 150,708 202,446 3,668 2,218 3§9,040 
Tasmania : a : 82,243 81,661 688 —- 164,592 
New South Wales. . 854,705 953,360 | 31,077 41,514 | 1,880,656 














2,204,444 | 2,307,285 | 56,622 | 71,064 | 4,639,415* 











By reason of substantial movements of population and an increase in the 
numbers in many electorates, a comparison of voting on a constituency basis 
is difficult. It is interesting to observe, however, that in the whole Common- 
wealth and particularly in New South Wales, the Government was re-elected 
only because the rural vote remained stable. 

Although the Communist Party increased its total votes from 43,270 in 
1949 to the present figure, the average per candidate fell by approximately 
one-third. The total Communist vote represents only a little over 1 per cent 
of the total votes cast. 

Australia, 

August 1954. 


* Voting is compulsory and preferential, and some electors vote straight down the 
card—t, 2, 3, &c. 





SOUTH AFRICA 


BANTU LEGISLATION 


HE session of 1954 has seen Nationalist Native policy further worked 

out in many directions. Armed with a very considerable majority in 
both Houses, with the prestige of a recent and victorious general election 
behind them, the Nationalists have felt free to go forward with far-reaching 
changes; and they have, in the Minister of Native Affairs, Senator H. F. 
Verwoerd, a man of great stubbornness and tenacity of purpose which even 
his friends must recognize as formidable and which his enemies roundly 
term fanaticism. 

Perhaps it is in the educational field that the changes are being most felt at 
the moment. The Bantu Education Act was passed in the session of 1953 and 
as far as legislation is concerned the present session has only seen a slight 
amendment tu it. The actual transfer of Bantu education to the Union which 
was contemplated by the Act came into force only on April 1, 1954. On that 
date the Bantu Education Section of the Native Affairs Department took over 
and began to work with a will. After three months it has succeeded in throw- 
ing every missionary society, with the exception of the missions of the Dutch 
Reformed Church, into a mixture of resistance, confusion, and pessimism. 
Most of the Bantu schools in the Union have hitherto been in missionary 
hands. It is now proposed, and not without some justification, that the vast 
majority of these schools shall become either government or tribal-com- 
munity schools. So far as primary education is concerned, most of the mis- 
sions, with the exception of the Roman Catholic Church, would probably 
accept this with a certain measure of equanimity, but the new Department 
has gone very far in contemplating the taking over of all the old institutions, 
such as Lovedale, Healdtown, Tiger Kloof, and Adams, which have been 
built with love and care and brought through the centuries to the position 
which they now hold. The new Department proposes to allow no training 
colleges to continue under missionary control, and the high schools and 
industrial schools will have their subsidies cut by at least a quarter. 

There are more ways than one of looking at this great change. Religiously, 
some will regret the disappearance of direct church influence on Bantu educa- 
tion. Others may feel that the Dutch Reformed Church is virtually being 
given a present of the labour of other Christian denominations for over a 
century, for the policies which will be introduced into these institutions, 
once they pass into government control, will be policies more likely to be 
acceptable to the Dutch Reformed Church than to anyone else. Moreover 
the missions are one of the last strongholds of English-speaking influence 
among the Africans. There is no question at all about it that the Native 
Affairs Department is becoming more and more Afrikaans-speaking and that 
the acceptance of the Nationalist ideology of Native policy is expected of 
those who are to control its policies. The capture of the Department by 

Ff 
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Nationalism, together with the ever increasing concentration of the different 
aspects of Bantu life in the hands of the Department, means that at any rate 
a considerable section of the Bantu population will live under semi-totalitarian 
rule, with their education, their outlook on life and their prospects dominated 
by the Nationalist point of view. 

To all this Dr. Verwoerd might well answer, Why not? He might more- 
over argue that the time is ripe, and over-ripe, for the State to assume full 
responsibility for Bantu education, that many of the mission schools have 
met with “heavy weather” in recent years in their dealings with the Bantu 
themselves, and that the new system will teach the Africans to take more 
responsibility, financial and other, for their own education. Financially indeed 
the great change introduced by Mr. Hofmeyr in the 1940s, by which the 
whole cost of Bantu education became chargeable on the Consolidated 
Revenue Fund, has been reversed. This year an amount of £6,500,000 has 
been voted for Bantu education and the Minister of Finance has publicly 
stated that any increase above this figure will have to be borne by the Bantu 
population itself. 


Reserves and Migrancy 
O far as the Reserves are concerned, new policies await the report of the 


Tomlinson Commission on the socio-economic condition of the Reserves. 
This very thorough enquiry, which has been going on for over two years, is 
expected to result in a report of considerable importance. The policy of 
apartheid is seen in its least controversial and most attractive light when it 


concerns itself with the development of the Reserves, and there is reason to 
think that the present Government intends to embark on a policy of ac- 
celerated development. In doing so, however, it is likely not only to find 
itself sailing in strange waters, but also coming to grief on the rocks of 
finance. The present policy of the Department is to develop Bantu local 
authorities and to work through them. Unfortunately the amount of ready 
cash which can in fact be raised from the Bantu is very limited and the amount 
which could be raised with their cheerful consent is more limited still. Unless 
the Government is prepared to alter its financial policy and spend lavishly 
from general revenue, including capital, it is not likely that the development 
of the Reserves can proceed at such a pace as materially to alter the situation. 

Even if it does, there will remain large numbers of Africans necessarily 
resident in the urban areas and some of them permanently resident there. It 
is now the declared policy of the Government to encourage migrancy rather 
than permanent residence. That this policy can be possible after all the 
research which has been done into the effects of migrancy and in the face of 
the very strong opinion of the idealistic supporters of apartheid is a striking 
fact. One of the most contentious Bills of the session, the Natives Resettle- 
ment Bill, proposed gradually to move all Africans from certain areas in , 
the west of Johannesburg to a new settlement on the perimeter of the city. 
Some of these Africans enjoyed the security of freehold, which they prized 
very highly. The Nationalist case is that these areas (Sophiatown, Newclare, 
and others) are virtually slums, that many of the inhabitants are Coloured or 
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Indian rather than African, that only a minority of the Africans have freehold 
rights, and that even some of these are rackrenters. All this is true, yet there 
is reason in the sharp revulsion of feeling among many Europeans as well as 
many Africans themselves at the provisions of this Bill. In the first place it is 
pointed out that these areas were once on the fringe of Johannesburg, that 
European suburbs have grown round them and that it is hardly fair to remove 
the inhabitants, on the argument that they are a black island in a white area, 
to another distant centre which may in time suffer the same experience. From 
an industrial and social point of view the difficulty and inadequacy of the 
new transport arrangements are very undesirable, Transport has always been 
a problem in the Witwatersrand area, and the effect of long journeys and 
particularly of long waits for transport on the health and industrial efficiency 
of the workers is considerable. But the way in which the new Bill most 
sharply illustrates Nationalist policy is in the decision that freehold cannot 
be given in the new area to those who possessed it in the old. They are there- 
fore being deprived for good of their situation as independent landowners.* 
An extended lease system is not regarded with any favour by those concerned. 
It is the tacit acceptance of the fact that there are permanent town-dwellers 
with the refusal really to recognize them as permanent which is responsible 
for this anomaly. 

In the actual debates in the House, considerable stress was laid on the fact 
that the removal would be supervised by a board which would virtually take 
over the functions of the Johannesburg City Council and might and could 
under the Act adopt policies which would involve expenditure chargeable to 
the ratepayers of Johannesburg without any control by the elected repre- 
sentatives, This, being a more popular line of opposition than that of Bantu 
freehold rights, was greatly emphasized by the Opposition in Parliament, 
who, however, were hampered by the fact that the United Party caucus of 
the Johannesburg City Council was openly in favour of the removal. 

Another aspect of industrial and urban life was touched by the Industrial 
Conciliation Act piloted through Parliament by Mr. Schoemann, the Minister 
of Labour. For many years representatives of Africans in Parliament have 
been pleading for the extension of the definition of “employee” in industrial 
conciliation legislation so that it may cover the ordinary African workers and 
not only a select few, as up to the present. The new Act goes in the opposite 
direction and removes from the definition the few who had crept through 
the meshes of the original Act. Not only are Africans, being thus excluded 
from the definition of “employee”, excluded from trade unions, but it is 
proposed to separate Europeans from Coloured and Indian workers, and no 
new trade unions may be registered if membership is open to members of 
more than one race. The Minister is given power—and the granting of such 
immense powers to Ministers is one of the features of the new order in the 
Union—to separate various occupations by regulation on racial lines as well. 
Combined with the Native Labour (Settlement of Disputes) Act, it gives the 
Minister virtually complete control of the African in industry. 


* The Nationalists, however, retort that Africans can obtain freehold in the nearest 
native reserve—in this case several hundred miles away. 
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Some of the provisions of the Industrial Conciliation Act, such as the 
setting up of an industrial tribunal and the restriction of strikes and lock- 
outs, may well be considered improvements, and the section providing that 
no trade union or employers’ organization shall affiliate to any political party, 
which will hit the moribund Labour Party very hard, would inspire more 
confidence if it were not known that the Nationalist Party is a powerful and 
increasing influence within the trade union movement and has its own 
specialists in Parliament who are endeavouring to remould trade unionism 
“nearer to the heart’s desire’’. 

With the Native Urban Areas Amendment Bill, the many regulations issued 
under previous Urban Areas legislation and the setting up of labour bureaux, 
the Government is now in a position to control to a large extent entry into 
the urban areas and to use its influence, in some instances with considerable 
effect, to direct Africans into farm labour rather than admit them into the 
towns. The new simplified pass system is now in operation in certain areas, 
the Africans carrying a single book in place of a multiplicity of passes. This 
does not, however, greatly ease the African’s freedom of movement, and as 
exemption is considerably restricted it means that many Africans will carry 
these books who did not have to carry the old passes. 

To review the session merely by directing attention to legislation is to miss 
the main trend of policy, which is largely carried out by administrative action 
under regulations made by the Minister. Such immense powers have been 
given to the Government during the past six years that it is possible now, 
without going to Parliament for further legislation, to control African 
political, economic, and cultural organizations, and this is being done to such 
a point as to silence most effective African opposition. It cannot be denied 
that the policy has succeeded up to a point. The more irresponsible type of 
agitator has been silenced, not always to the loss either of South Africa in 
general or of his own people in particular. But along with this a good deal 
of legitimate and necessary criticism has been silenced too, and there is 
always the danger that as constitutional channels are closed to the Africans 
and their opposition is driven underground, the last state of affairs may 
ultimately be much worse than the first. 


THE COLOURED VOTE 


HE last instalment of the political serial story of Nationalist attempts to 

remove the Coloured voter from the common roll closed* with the 
matter being sent to a Joint Select Committee of both Houses. That Com- 
mittee has now met, been converted into a Commission and converted back 
again into a Select Committee, and delivered a brief report buttressed by 
450 pages of proceedings and 150 pages of memoranda. The brief report 
presented a new Bill for the removal of the Coloured voters to a separate 
roll, which Bill changed dramatically in structure but not in basic intent 
during its passage through the latest Joint Sitting. In spite of all this and 
much else besides, the measure even in its final form failed to obtain the con- 

* See THE RouND TABLE, no. 173, December 1953, pp. 100-5. 
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stitutionally necessary two-thirds majority, and the Coloured voters are still 
clinging precariously to the common roll. 

As South African commissions on race relations go, the Committee— 
Commission’s deliberations were expeditious, compressed into twenty-five 
sitting days. It opened its hearing of evidence on November 24, 1953, with 
an examination of the memorandum and verbal statements of Mr. D. M. 
Buchanan, Q.C., one-time Native Representative in the Assembly, and one 
of the survivors of the Cape Coloured Population Commission, which sat 
for three years just before the Second World War. Mr. Buchanan drew the 
Franchise Commission’s attention to a little-known addendum to the Popula- 
tion Commission’s report, signed by himself and two other commissioners. 
Some of the concluding lines of this addendum read: 


We desire to state that we do not associate ourselves with this policy of 
segregation, which in our minds merely involves the creation of another artificial 
barrier to stem the flood which the earlier creation of other such barriers has 
inevitably brought about. We wish further to emphasize the fact that in no 
instance have responsible Coloured persons advocated a policy of segregation to 
the Commission. It has been represented from all quarters by the Coloured 
people that, although social equality is not asked for, equality of opportunity in 
the industrial, professional, commercial and political life of the country is sought, 
and that barriers, not created by the free and natural interplay of social and 


economic factors but, on the contrary, erected by legislation and other such 
machinery, should be thrown down... . 


Mr. Buchanan added to this his opinion as it is today: 


My honest opinion at the time is that to take away existing rights at this time 
can only be a particularly dangerous move. It will create tension of far greater 
fierceness than exists at the present moment. It must increase the sense of frustra- 
tion of the Coloured people and, as far as I see it, it must make for the building 
up of an anti-White racial group... . 


This opinion and its foregoing quotation of the addendum set more or less 
the pattern for 14 of the memoranda against the segregation of voters pre- 
sented to the Commission. Another 14 were in favour of separate representa- 
tion. There were 5 memoranda on the technical aspects of the registration of 
voters by the Electoral Officer. Finally there were 21 State department and 
semi-official reports of a statistical, economic, and comparative nature. 

The main political interest lay in the memoranda presented by what might 
be called the “unofficial sector” of the country’s opinion. From a purely 
numerical point of view these 28 memoranda were equally divided between 
the ayes and the nays. But even the most cursory analysis shows that the real 
weight of authority and representativeness lay with the 14 which gave their 
opinion emphatically against separate representation. 

Among those who submitted memoranda rejecting separate representation 
were the two most representative organizations of the Coloured people, the 
Coloured People’s National Union and the South African Coloured People’s 
Organization. Their deputations contained such widely respected Coloured 
leaders as Mr. George Golding and Dr. van der Ross. The South African 
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Instititute of Race Relations described the proposal as “a retrograde step” 
without any “positive gain to compensate for the increasing bitterness be- 
tween the Coloured People and the Europeans”. A group of 38, including 
Natal ex-judges, advocates, and other prominent persons, stated that “no 
plausible justification can be suggested for such ruthless treatment of this 
small community (the Coloured people of Natal)”. Representative persons 
of the Indian and Malay communities also declared against separate repre- 
sentation. A number of the non-European memoranda even called for an 
extension of the common-roll vote rather than its abandonment. A point was 
made by a couple of deputations that the Coloured people had never voied 
as a racial bloc, not even in civic elections where they stood a chance of putting 
one of their own race in the Council from predominantly Coloured wards. 
They had always voted according to interests apart from race—and also 
always for the best candidate, whatever his race. 

With the exception of the evidence given by the Swid-Afrikaanse Buro vir 
Rasse Aangeleenthede (The South African Race Relations Bureau—adherents 
of the apartheid philosophy), the groups presenting the 14 supporting memo- 
randa had little representational weight. The Bureau (SABRA) said that 
common-roll representation for the Coloured people was not a South African 
idea, but a direct outcome of ideas and principles current in Britain at the 
turn of the century. It urged that the granting of separate representation, 
however, “‘must not be seen as an isolated aspect, but within the broad frame- 
work of our racial question and the future place of our Coloured population, 
and that the solution of this question must be accompanied by steps of a 
positive nature in the interest of our Coloured population”. 


The Party Line 


HE pious hopes expressed at its appointment that the Select Committee 
would deliberate in a spirit broader than that of party allegiance were 
scarcely fulfilled. The test came when Mr. Mitchell, a United Party member 
of the Committee, moved on February 15 of this year that, “Discussion now 
take place on the terms of reference and the evidence, that such discussion 
shall be prior to the submission of any concrete and firm proposals and 
designed to explore the general possibility of reaching general agreement.” 
The motion was countered by an amendment from the Minister of Posts and 
Telegraphs that the Committee “should first discuss and lay down the general 
principles on which the proposed legislation should be based”’. This amend- 
ment was voted in, the 11 Government members voting for it, the 7 Opposi- 
tion members voting against it. The Minister of Posts and Telegraphs 
followed this up with a proposal beginning: “That (a) this committee 
approves the principle of the separate representation of White and Coloured 
voters in the Cape. .. .” This brought the Committee back to the point from 
which it had set out three months before. No general exploration of the 
evidence that the intervening period had brought forth seemed possible. 
The following month was spent by the Committee in deliberating on the 
acceptance of amendments to the proposal by the Minister of Posts and 
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Telegraphs in an effort to get some discussion of the Coloured franchise 
beyond the confines of separate representation. Sir de Villiers Graaff, Cape 
United Party leader, made three attempts to have a long draft report by Mr. 
Harry Lawrence, another U.P. member, discussed. Three times the Chairman 
ruled this out, and each time his ruling was upheld on appeal to the Speaker. 
Mr. Lawrence later suggested that, inter alia, “the propriety or otherwise of 
raising their (Coloured common-roll voters’) qualifications should be 
examined. . .”. After some discussion Mr. Lawrence withdrew this amend- 
ment. On March 3 Sir de Villiers Graaff made the final proposal to amend 
the Minister of Posts and Telegraphs’ motion as follows: 

This Committee is opposed to the principle of the separate representation of 
White and Coloured voters in the Cape because— 

(a) it amounts to a breach of pledges given to the Coloured people that they 
would never be politically segregated; (b) it is contrary to the wishes of the over- 
whelming majority of the Coloured people; (¢) it is a diminution of the political 
rights of the Cape Coloured people; (@) it will lead to a loss of faith in the White 
man’s word which may endanger White leadership in South Africa; (e) it will 
give rise to disappointment and frustration among the Cape Coloured people 
resulting in friction between Coloured and European in South Africa; (f) its 
introduction may lead to the formation of a solid anti-White non-European front 
in South Africa; (g) it may result in the Coloured people of the Cape being 
deprived of rights presently entrenched in exchange for representation which 
can be terminated by a simple majority in Parliament; (4) it fails to recognize the 
traditional special position of the Cape Coloured people; () it is not a condition 
precedent to 2 more comprehensive policy for the uplift and development of the 
Coloured community. ... 


This amendment was rejected and the Minister of Posts and Telegraphs’ 
motion was accepted by 11 votes (the Government members) to 6 votes (the 
Opposition members—with one absentee). The Minister of Posts and Tele- 
graphs shortly afterwards moved that “The Committee now accepts Act 
No. 46 of 1951 as a basis for discussion.” This Act, of course, was the 
Separate Representation of Voters Act whose passing in 1951 started the 
whole constitutional crisis, and whose annulment by the Appeal Court for 
not being passed by a two-thirds majority of a Joint Sitting caused the 
Government to plunge onward to its High Court of Parliament Act, also 
subsequently annulled. In essence the Act removed the Cape Coloured voters 
from the common roll, which they had shared with the Europeans since 
1854, and placed them on a separate roll, which entitled them to vote for 
four representatives of Coloured voters in the Assembly. The representatives 
had, of course, to be Europeans. 


Opposition Rebels 


—s Separate Representation of Voters Act, changed in a few minor 
particulars, was recommended by the Committee to the Joint Sitting 
which began on May 17. The final divisions of the Committee had shown the 
Opposition members to be firmly against the recommendation, but the 
Government majority were just as firmly in favour of it. There was no breath 
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of compromise in the Bill which came before the Joint Sitting as “The 
Separate Representation of Voters Act Validation and Amendment Bill 
1954”. It simply meant that the Government had in effect, although certainly 
not in word, accepted the constitutional validity of the entrenched clauses as 
laid down by the Appeal Court in 1952. The parliamentary procedure had 
changed to accommodate the legal position, but the legislation was for all 
intents and purposes the same as appeared in 1951. The M.P.s and the 
Senators could now proceed to debate the advisability, propriety and merits 
of the Bill, without any major constitutional distractions. What was com- 
pletely new in the situation, however, was a major political distraction. 

The new political factor was the emergence of the Independent United 
Party, which had ended the previous session as five “rebels”, duly expelled 
from the Party during the recess, and strengthened by the addition of two 
more as the new session started. The most obvious differences between the 
parent tree and the offshoot were that the latter members objected to Mr. 
Strauss as a leader and condemned the so-called “‘liberal” tendencies, which, 
they averred, had made their appearance in the Party after the election. In 
actual fact they represented the farthest extreme of a trend of opinion within 
a section of the United Party, which believed in going some distance towards 
accepting the apartheid policy of the Government. Just after the election Dr. 
Malan had suggested that if a dozen or so members of the Opposition would 
be willing to vote with the Government for the separate representation of 
Coloured voters, the whole atmosphere of crisis would fall away and the 
country could settle down. Whether justified or not, the appearance of 
“rebels” in the United Party caucus caused some suspicion that Dr. Malan’s 
baker’s dozen was about to materialize. By the end of the previous session 
four U.P. members expelled from caucus made an appeal to the Government 
to place a separate representation Bill before a Joint Sitting, and send the 
matter to select committee. This the Government did. 

Thus when the Committee reported to the Joint Sitting in May of the new 
session, the Independent United Party entered the debate with a certain 
proprietary air. It was definitely an occasion which they could claim con- 
siderable credit for having created. Also, previous to the meeting of this 
particular Joint Sitting they had shown themselves very accommodating to 
the Government point of view in legislation, and had voted with the National- 
ists for some further apartheid measures of a fairly far-reaching character. 
They had used every possible opportunity for attacking the United Party 
proper as a whole, and in particular Mr. Strauss and the “iiberals”. With the 
presentation of the “Separate Representation of Voters Act Validation and 
Amendment Bill” to the Joint Sitting they had reached the political point 
which Americans succinctly describe as “the pay-off”. Their final problem 
seemed twofold: how far could they go towards accepting separate repre- 
sentation and how many United Party members could they get to accompany 
them on this journey ? To achieve a two-thirds majority for the Government 
they needed to attract eight or nine more “recruits” from the Opposition. 
Their efforts to obtain further support, fostered more and more overtly by 
Dr. Malan, became the overriding interest of the debates. 
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Mr. P. Bailey Bekker, leader of the Independents, demonstrated imme- 
diately how far he was prepared to go. On the first day of the second reading 
of the Bill he proposed an amendment which allowed present Coloured voters 
to remain on the common roll till their death, if they wished, but which also 
allowed the Government to create a separate roll for all future Coloured 
voters and all present Coloured voters who elected to be placed on it. In 
other words he accepted the gradual but inevitable creation of separate repre- 
sentation, rather than its immediate and general institution. His speech 
followed closely upon those of Dr. Malan and Mr. Strauss. Dr. Malan relied 
heavily upon the argument that unless the necessary precautions were taken 
the Europeans would soon be swamped by the Coloured voters in the Cape. 
By the end of the century, he contended, there would be 2,000,000 more 
Coloured people in the Cape than Europeans. (Both this contention and the 
Statistics were strongly questioned later in the debate by Sir de Villiers 
Graaff.) The Prime Minister concluded his speech with an appeal to United 
Party members not to “die in the last ditch” for common-roll representation 
of the Coloured people. 


If you take that decision you will die in any case. But we do not want you to 
die. You can, if you follow the right road, still do good work for South Africa 
and for your own party. 


The main Opposition’s case was a restatement in greater detail of the final 
objections to separate representation put forward by Sir de Villiers Graaff in 
the Select Committee. But, as has been indicated, the core of the debate’s 
interest lay not in the cases made, but in compromises offered and reactions 


to them. By the end of the second-reading debate the main Government 
reactions to Mr. Bekker’s amendment were non-committally sympathetic. 

In his reply to the debate, however, Dr. Malan produced a first-class 
political surprise. He had received a letter from Mr. George Golding, leader 
of the Coloured People’s National Union. The letter reiterated that the 
National Union had not shifted from its standpoint that separate representa- 
tion was undesirable. It went on to claim that the Coloured people were the 
best judges of what sort of representation they should have, and suggested 
that the Bill should be held up, pending a meeting of a convention of 
Coloured people to discuss their attitude to the franchise. The writer was 
confident that 


There will emerge from this convention a new spirit which will form the basis 
of an honourable understanding between our community and the White popula- 
tion of the Union. . . . We have in mind that such a basis will give effect to the 
establishment of a new roll on the lines envisaged by the Government, but at the 
same time will protect the present generation so that no one will be forcibly 
deprived of any franchise right... . 


In the press Mr. Golding promptly denied that he had had any negotiations 
with the Independent U.P. Other Coloured leaders dissociated themselves 
from any idea of such a compromise as the letter so tentatively suggested. 
The Joint Sitting adjourned at this point on May 27 till June 9, apparently 
for further thought. 
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Committee stages are generally rather hum-drum. That of the Separate 
Representation Bill must be one of the liveliest on record. On the evening 
of June 8 it became known that Dr. Malan had placed amendments on the 
order paper which accepted the essentials of Mr. Bekker’s proposal. The 
Independent United Party opened up the debate on the vital amendment 
with a full-scale, almost non-stop attack on Mr. Strauss and the United 


Party’s “liberals”. At the same time the Minister of the Interior warned 
the House: 


In a sincere attempt to obtain the necessary majority the government is there- 
fore prepared to amend the bill. . . . If this attempt on our side to obtain the 
necessary majority at the third reading for the Bill amended in this way does not 
succeed the Government is in no way bound to any concession made in this 
attempt. 


In spite of all this no United Party members showed any willingness to 
provide any further additions toward the two-thirds majority in the com- 
mittee stage. The third reading repeated this pattern. There was even a small 
sliding backward from the Government. One of the seven members who sat 
together as the Independent United Party, declared from a distance that he 
would not support even the amended form of the Bill and has in fact since 
rejoined the United Party, whilst the remaining six have formed themselves 
into a “Conservative Party”. The Government found itself nine short of a 
two-thirds majority. 

There the matter now rests—uneasily. Dr. Malan is at the moment of 
writing putting the case for separate representation before the voters in the 
provincial elections to be held in August, in search of what he claims will be 
a fourth “mandate”. As it is unlikely that the Government will do any worse 
in the provincial elections than they did at the General Elections, Dr. Malan 
will very probably appear before the next session of Parliament with the 
statement that his hand has been further strengthened to bring political 
apartheid to the Coloured people. His opening speech of the provincial cam- 
paign gave a slight clue to his possible next step to fulfil this part of his 
policy programme. He brought the matter of the Coloured vote into the 
provincial election, he said, because Members of the Provincial Council 
helped to elect Senators. It is known that by some amendments of the South 
Africa Act Dr. Malan may be able to secure his two-thirds majority by chang- 
ing the method of electing Senators. If he does not care to take this road, he 
might even return to his Bill to change the structure of the Appellate Division. 
The general public may be getting weary of the subject of the Coloured 
franchise, but the Government is still implacably determined to follow its 
course, 


South Africa, 
August 1954. 





NEW ZEALAND 
A PARLIAMENTARY CENTENARY 


N May 24, 1854, the Parliament of New Zealand was inaugurated, and 

the ceremonies of the day included a Queen’s Birthday levee at midday 
and the Governor’s ball in the evening. On the same day of the present year 
and in the same city of Auckland there were, in commemoration, meetings 
of the Executive Council and of Cabinet, a State luncheon and a civic ball. 
Unfortunately no ceremony permitting general participation was substituted 
after the cancellation, because of some local objections, of the dedication of 
the site of the first Parliament as a memorial. So Aucklanders gave the visiting 
parliamentarians a cold reception, and residents of other parts of the Dominion 
took little interest in the celebration. 

On June 22 the Governor General inaugurated the last session of New 
Zealand’s thirtieth Parliament. He outlined a considerable programme of 
consolidating and amending legislation, which could, however, be consistent 
with a relatively short session in view of the elections at the end of the year. 
His Excellency noted that New Zealand had accepted membership of the 
Security Council of the United Nations; indicated that the Government con- 
sidered the Anzus Pact to be a vital source of strength for New Zealand and 
Australia and for the Commonwealth as a whole; affirmed the continued 


close interest of the Government in developments in the Middle East, and 
also said: 


Fully recognizing the prime importance of the South-east Asian area to the 


security of New Zealand, my Government has welcomed the proposals recently 
made by the United Kingdom and the United States for the examination of the 


possibility of establishing a collective defence arrangement within the framework 
of the United Nations Charter to ensure the peace, security and freedom of 
South-east Asia and the Western Pacific. 


Return to Market Uncertainties 


A hee: decision to terminate the bulk-purchase meat contract with the 
United Kingdom a year before its natural expiry was announced on 
April 29, and a similar decision in regard to dairy products was announced 
on June 23. These anxiously pondered decisions, ending a period of stabilized 
markets, may well involve New Zealand in problems of adjustment more 
fundamental than any faced since the end of the war. In his Speech from the 
Throne the Governor General aptly described the prospect in saying: 


New Zealand foodstuffs will once more have to face open competition in the 
markets of the world, but, on the basis of quality and service, will be able to hold 
their own if given fair competitive conditions. Open trading conditions will, 
however, give rise to some difficulty in the forward assessment of our national 
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revenues, and every effort must be made to increase the volume and improve the 
quality of our primary products on which the prosperity of this country so 
vitally depends. 


Decision may have been easier in the case of the meat industry in view of 
market prospects, after an assurance was received from the Ministry of Food 
that New Zealand would be consulted in regard to disposal of stocks of meat 
already held. This, however, still remains a doubtful and disturbing issue. 
In the words of the Chairman of the Meat Board, “the largest exporter of 
meat in the world could not afford to be the last to endeavour to open up 
alternative markets which may be of vital interest to New Zealand in years 
to come”’, as well as to forgo the opportunity of selective marketing to those 
regions of the United Kingdom best suited for the sale of high-quality New 
Zealand meats. 

The negotiations on the dairy-products contracts, one for butter and 
cheese and one for skim-milk powders, were necessarily more complex. One 
contract set a limit of 7} per cent to the reductions in prices of butter and 
cheese during a further year. The other set no limits to price reductions in 
skim-milk powder prices, the selling prices of which had been drastically 
reduced by the Ministry last April. In the case of butter there was a low-price 
competing product in margarine, and also the threat of large sales of surplus 
stocks by the United States Government. On May 11 the New Zealand 
Government again protested to the State Department on the ground that 
sales of surpluses abroad at prices appreciably below domestic prices involved 
potential damage to the New Zealand economy, which could not offset losses 
in dairying by resort to other industrial activities. 

In fact the Ministry offered 1695. per cwt. f.0.b. for cheese and 3145. for 
butter, representing reductions of 74 per cent and 3? per cent on ruling con- 
tract prices. The cheese offer was acceptable. While, however, there might 
be confusing evidence as to the capacity and willingness of consumers to 
absorb at retail prices of 4s. or more per lb. the quantity being currently 
released, the negotiators could not see justification for reduction in the 
contract butter price in view of the level of prospective supplies. The Dairy 
Products Marketing Commission and the Dairy Board concurred in the view 
“that, in the existing circumstances, termination was a wise course to take so 
far as it was possible now to make judgment”. This leaves New Zealand free 
to seek other markets and to attract British consumers with an identifiable 
product maintained at high quality, and released as soon as practicable after 
arrival. The skim-milk powder prices offered were 46s.-475. below ruling 
contract prices, perhaps owing to increased British production, perhaps to the 
threat of American surpluses, and were regarded as generally unacceptable. 
However, the Ministry agreed to buy quantities of probably between 2,000 
and 3,000 tons which certain factories, parties to the agreement wished to 
ship at the offered f.o.b. prices of 455. per cwt. for spray skim-milk powder, 
375. 6d. for roller skim-milk powder, and 325. 6d. for buttermilk powder. 

Further negotiation secured the short-term protective assurances that the 
Marketing Commission could reopen negotiations should Britain offer better 
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terms for butter and cheese to other countries; that it would be consulted as 
to disposal of existing stocks; that United Kingdom traders would not be 
free to buy from the United States, under the Mutual Security Act, more than 
10,000 tons of butter, and that the Commission would be consulted if, before 
July 31, 1955, the United Kingdom should contemplate importing butter 
from other than normal sources. 

Market prospects could probably be regarded with confidence were it 
not for the expansion of export income and production called for by a 
prospective population of about 3 millions by 1975.* As it is, what is called 
for is a sustained effort to control costs and to respond flexibly to long-term 
market prospects in dairy produce, in mutton and especially in beef. It is felt 
that rapidly changing producer prices handicap such a sustained effort. The 
dairy industry already has protection in the Guaranteed Prices Scheme. The 
industry is thus urging the introduction of a floor price scheme to be based 
on use of the Meat Pool Fund. The Government would probably agree, 
could a scheme be worked out which would encourage greater productivity 
without protecting inefficiency or raising costs, and which could probably 
be carried by the use of Meat Pool Funds, of approximately £40 million. 


Land Development and Aerial Top Dressing 

HE great expansion of New Zealand agricultural production over the 

last fifty years has been realized mainly on the ploughable 30 per cent of 
a total farmed area which has increased only about 7 per cent over the period 
and was secured through subdivision, top-dressing, and improved pasture 
and animal management. Further application of the best practices now known 
should permit continued expansion, though caution has been recommended 
in regard to further subdivision. The greatest possibilities may, however, 
rest on the development and improvement of hill pastures. The greatest 
potential aid in doing this is the spreading of fertilizers, insecticidal sprays, 
weed-killers, or poison bait for rabbits by aeroplanes. 

Experiments in aerial top-dressing began in 1946. In 1949 12 small aircraft 
were being operated by 5 companies, and in 1950 some 15 planes operated 
by 7 companies made 32,055 flights and spread about 5,003 tons of fertilizer 
over about 48,700 acres. In the year recently ended some 200 planes operated 
by 46 companies made 831,181 flights and dropped about 203,110 tons of 
fertilizer over about 1,929,000 acres. Between a fifth and a quarter of the 
superphosphate used in New Zealand is being spread from the air. 

Light planes are used, especially “Tiger Moths” which have been cheap 
and which are well suited to contour flying in rugged country. The operators 
work from paddocks or from landing-strips, of which some hundreds have 
been laid down on hill-country farms. Using automatic loaders they work at 
great speed, spreading 15 loads of 5 cwt. or more in an hour, and though 
costs per acre vary with the farm, the fertilizer mixture and the distance 
from airstrip and fertilizer factory, they are often between £1. 10s. and 
£1. 145. per acre, and may be lower, including the cost of the fertilizer. 
Possibilities of complementary operation of larger planes, delivering much 

* See THe Rounp Tas, No. 173, December 1953, p. 108. 
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greater loads over longer distances and over less accessible country from 
larger airfields, and trials, apparently successful, have this year been made 
with a “Bristol Freighter”. Maturity of the industry is marked by rumours 
of prospective zoning of distributors and by the need of pioneers to replace 
converted planes with new and more expensive machines especially designed 
for the work. The Meat Board is providing loans for this purpose, up to a 
total amount of £300,000, to be drawn from Meat Pool Funds. These 
activities call for an increase in fertilizer supplies and the Government is now 
discussing with interested parties the establishment of three works at points 
strategically located to hill-country areas. 

This new technique, given no drastic drop in wool, meat and by-product 
prices, offers prospects of pasture improvement, increased carrying capacity 
for sheep and beef animals, the checking of erosion, and limitation of damage 
by rabbits over an area of sown hill country equal to that of the ploughable 
lowlands, on which production may by this means be doubled over a period 
of years. It should permit of a smaller relative increase in the productivity of 
12 millions of acres of more difficult tussock lands in the South Island. Field 
studies and land-utilization surveys, such as the one recently completed for 
the relatively undeveloped region of Northland, indicate that, with per- 
sistence, ingenuity and research, the possibilities may be placed appreciably 
higher both on large areas of poorly sown pasture and on unsown country. 


Public Works 
HE Government apparently is proud of its record in the field of develop- 


ment, and of the organization it has adopted for expansion of public 
works and housing. There are even indications that it may choose to fight 
the November election largely on this issue, though the Labour Party may 
prefer the issue of inflation. 

The Government policy of calling in outside tenderers to speed up the 
completion of large works in progress has succeeded in the case of the long 
Rimutaka Tunnel, which has been pierced a year ahead of date, by an 
American—New-Zealand combined organization. On the other hand, the very 
experienced Anglo-Swiss combination which contracted to complete the 
great Roxburgh hydro-electric scheme underestimated the difficulties in- 
volved, was delayed because certain preliminary work to be completed by the 
Ministry of Works took longer than expected, and encountered unexpected 
instability in the country as excavation progressed. As a result, after disturb- 
ing delays, rumours, and investigations, it offered to repay £200,000 for 
delays in progress, to associate in local control the principal of the New 
Zealand firm associated with the Rimutaka Tunnel, and to complete the 
work on a revised contract basis, involving postponement of completion to 
1958 or later. So interim power shortages again threaten in the South Island. 

In the North Island also power shortages appear probable in the light of 
the most thorough estimate yet made of the probable expansion of demand. 
Progress is slower than expected on the remaining schemes on the Waikato 
River, and only preliminary surveys have been made of those on the Kaituna 
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and Rangitaiki rivers. Adequate coal for a 100,000-kW. steam plant has been 
proved, but the costs involved seem discouragingly high. This intensifies 
interest in the geo-thermal project in the Wairakei area. With the completion 
of four large 3,000-foot bores, together with others that are smaller and 
shallower, the first problem of the availability of steam seems solved. 
Engineers are testing the stability of the flow, perfecting separators to ensure 
the delivery of dry steam, and studying the elimination of corrosion in 
generating machinery. A report is awaited from the English consultant on 
the design and location of a 30,000-60,000-k W. plant and it is hoped to have 
such a plant operating within five years. This would be but a small initial 
contribution, but hopes of the eventual possibilities are rising high. 

The Government has replaced the Main Highways Board, set up in 1922, 
by a National Roads Board which is to receive the revenue from petrol and 
motor taxation as well as grants. However, a larger and more stable income 
is accompanied by larger responsibilities, especially for aid to the counties. 
In tackling a serious problem of arrears of maintenance and replacement the 
Board is acting boldly and is planning to replace old one-way bridges, to 
strengthen and seal existing roads and to reduce highway hazards, rather 
than to pursue more expensive schemes of road widening, changes of route, 
and reconstruction. 

Following on the 1953 National Housing Conference* the Government 
appointed an energetic new Minister of Housing. It also set up a National 
Housing Council, whose functions have not yet become clear, though it has 
provided a medium for evaluating new ideas, for discussing problems of 
cost, for encouraging and publicizing cost-saving designs, and for probing 
the problem of shortages. The Government has sought to stimulate local- 
body activity and to encourage private building by guarantee to lending 
institutions of the difference between customary lending margins and go per 
cent of the cost of small houses; by providing small suspensory loans; by 
providing sections on a rental basis, and by a Group Building Scheme under 
which builders construct houses on sections held on temporary licences, and 
when they sell the completed house the section also is sold direct to the buyer 
of the house. During the last year the number of houses built reached the 
record total of 16,600, of which only 2,779 were State rental houses. 


The National Accounts 


HE Dominion seems soundly placed for meeting the short-term problems 

of readjustment. For the second year in succession receipts from oversea 
transactions exceeded payments, this time by £28-8 million as against {11-1 
million in 1952-53. Despite an unfavourable dairying season, export income 
was higher and some oversea government borrowing was included in total 
receipts of {271-5 million, while payments were {242-8 million as against 
£242°1 million in 1952-53. Some increased imports of cars and other goods 
are being allowed and the improved position of sterling has made possible 
an increase of 25 per cent in the allocation of dollar exchange for commercial 
imports. 

* See THe Rounp Tasie, No. 173, December 1953, p. 111. 
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The oversea assets of the banking system rose to £129 million at the end 
of March, and to approximately £139 million at the end of May. This is a 
relatively strong position. From March 1953 to April 1954 demand deposits 
have, partly as a result of the favourable oversea position, risen from {200-2 
million to £241°3 million, with time liabilities relatively stable. Advances 
and discounts have risen during the year only from £140-4 million to £149°5 
million. Consequently trading-bank deposits with the Reserve Bank have 
been relatively high. On May 11, 1953, the Reserve Bank raised the trading- 
bank reserve ratio to 20 per cent on demand deposits and 10 per cent on time 
deposits, and on April 29, 1954, raised it to 25 per cent and 12} per cent 
respectively. On April 13, 1954, the Bank also announced an increase from 
14 per cent to 34 per cent in its discount rate, which has not hitherto had 
much significance. Trading-bank deposits with the Reserve Bank are still 
above the statutory limit, even allowing for two successive loans each of 
£6 million, made by the trading banks to the State Advances Corporation at 
a rate of 34 per cent. 

At the end of May the Prime Minister announced that the financial year 
had closed with a combined surplus of £1-6 million in the Consolidated 
Fund, Social Security Fund and Public Works Account. This somewhat 
peculiar form of statement covered surpluses of {1-8 million in the Con- 
solidated Fund, and £1°5 million in the Social Security Fund and an “excess 
expenditure” of £1-7 million in the Public Works Account. Criticism that 
may properly be directed at the Prime Minister’s form of statement also 
reveals it as being shrewdly cautious. The “surplus” of £1-8 million in the 
Consolidated Fund was arrived at after including a transfer, not of course 
included in the estimates for the year, of £3-5 million to “Defence Fund 
(Korea commitments)” to cover payments which had accrued but had not 
been audited. In the Public Works Account expenditure was actually £4-6 
million below estimates. However, with a transfer from the National Develop- 
ment Loans Account apparently limited to £17-6 million, an opening balance 
of {4-2 million was reduced to a closing balance of £2-5 million; so there 
was “excess spending” of £1-7 million, and a rise in the balance in the 
National Development Loans Account. 

In the same announcement the Prime Minister launched a National Develop- 
ment Loan for £30 million, the largest single peace-time loan ever floated in 
the Dominion, at 3? per cent interest and offered in four maturities—s years, 
II years, 15 years, and 20 years—at par and at the discounts of £2, £2. 10s., 
and £3 respectively. When the loan closed, on July 8, after a most energetic 
campaign, subscriptions of £31,040,740 had been received from 14,050 sub- 
scribers, an outcome highly gratifying to the Government. The forthcoming 
budget may reveal whether or not there has been designed co-ordination 
between the measures taken by the Reserve Bank and the Government’s 
programme of borrowing from the public and also, through the State 
Advances Corporation, from the trading banks. 


New Zealand, 
August 1954. 
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